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MONDAY, JUNE 10, 1957 


Untrep Srates SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met, pursuant to call, at 10 a. m., Senator Alan 
Bible presiding. 

Senator Brstr. The subcommittee will come to order. This is the 
time regularly set for the hearings on a number of resolutions and 
Senate bills concerning the proposed ship-sales legislation. 

The bills and resolutions which are to be considered at the hear- 
ing today and tomorrow involve proposals to authorize sale of 69 
vessels from the national-defense reserve fleet. 

By contrast, only 31 such vessels have been sold in the 6 to 8 years 
since authority under the Ship Sales Act, 1946, was terminated, as of 
March 1, 1948, for sales to noncitizens, and as of January 15, 1951, for 
sales to citizens of the United States. I think it is readily apparent 
that the instant bills and resolutions, plus others now pending in 
conference, involving 48 additional vessels, and still other bills in the 
discussion stage, represent an upsurge of interest in the reserve fleet 
vessels by foreign nations and United States citizens, that merits 
most thorough consideration by the Congress. 

During the years since the Ship Sales Act authority lapsed there 
has been a more or less accepted understanding that sales of reserve 
fleet. vessels should not be approved where there would result in- 
creased foreign competition to United States shipping. 

With regard to the particular proposals before us today, we shall 
have the benefit of the views of the responsible Government agencies, 
of the interested shipping associations, and of the proponents of the 
various bills and resolutions to aid the committee on its decision on the 
respective measures. 

The list of bills and resolutions to be considered by this committee 
are as follows: 

First is Senate Joint Resolution 66, a resolution to authorize the 
sale of not more than 12 merchant-type vessels to the Government of 
India or to citizens of India for use in the coastwise trade of that 
country. 

Senate Joint Resolution 84 authorizes the Secretary of Commerce to 
sell not more than 6 Liberty-type vessels to citizens of the Federal 
Republic of Germany. 


Staff members assigned to these hearings: August J. Bourbon and Albert 
B. Luckey, Jr. 
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Senate Joint Resolution 90 authorizes the Secretary of Commerce to 
sell 24 coal-burning vessels to citizens of the Federal Republic of 
Germany. 

Senate Joint Resolution 93 authorizes the Secretary of Commerce 


to sell certain war-built vessels for primary utilization in serving ports 
on the Great Lakes. 


Senate 1644 authorizes the sale of 4 merchant-type vessels to citizens 
of Mexico for use in the intecoastal trade of Mexico. 

Senate 2038 authorizes the sale of 10 merchant-type vessels to citi- 
zens of Italy for use in the intercoastal trade of Italy. 

Senate 2241 authorizes the Secretary of Commerce to sell war-built 
vessels, and for other purposes. 

We hope to be able to hear testimony on all of these measures in the 
2 days allotted to the hearing. 

If we are unable to do so, the hearing will be kept open for submis- 
sion of statements and departmental reports on measures not fully 
covered here. 

(During the course of the hearings, additional bills to authorize sale 
of reserve fleet vessels were introduced, as follows :) 


Senate Joint Resolution 101, to authorize the Secretary of Commerce to sell a 
certain war-built cargo vessel, and for other purposes. 

Senate 2249, to authorize the sale of a certain number of merchant-type vessels 
to Austrian citizens for use in the trade of Austria. 

Senate Joint Resolution 109 authorizes sale of one Victory-type vessel for 
conversion to an ore and coal carrier for use on Great Lakes operation. 

Senate Joint Resolution 110 authorizes sale of a troopship of the C—4 type for 
conversion to a passenger and cargo carrier. 

Senate Joint Resolution 111 extends time limit for the Secretary of Com- 
merce to sell certain war-built vessels for utilization on essential trade routes 
3 and 4. 

Senate Joint Resolution 116 authorizes the sale of a certain number of mer- 
chant-type vessels to the Government of the Republic of the Philippines or to 
citizens of the Philippines. 

Senate Joint Resolution 120 authorizes the sale of a certain number of mer- 
chant-type vessels to French citizens. 

Senate Joint Resolution 121 authorizes the sale of a Liberty-type vessel to the 
George Steamship Corp. 

Senate Joint Resolution 129 authorizes the sale of a certain number of mer- 
chant-type vessels to the Government of the Republic of Korea for use in the 
domestic and foreign trade of such country. 

S. 2265 authorizes the sale of a certain number of merchant-type vessels to 
citizens of, or the Government of Uruguay for the coastwise trade of South 
America or for certain other services not competitive with United States-flag 
ships. 

S. 2378 authorizes the sale of five Liberty-type vessels to Belgium or its 
citizens for use in the exportation of anthracite coal from Philadelphia to ports 
in Belgium and the Netherlands. 

S. 2403 authorizes the Secretary of Commerce to transfer war-built merchant 
vessels to American citizens to encourage construction of new dry-cargo vessels 
in American shipyards for American-flag operation, and for other purposes. 

S. 2642 authorizes the sale of a certain number of merchant-type vessels to 
citizens of, or the Government of Cuba. 


(The subject bills follow :) 
[S. J. Res. 66, 85th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the sale of a certain number of merchant type vessels 
to the Government of India or to citizens of India for use in the coastwise trade of such 
country 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of Commerce is authorized, at 
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any time prior to twelve months from the date of enactment of this joint resolu- 
tion, to sell on an as is, where is basis to the Government of India, or to citizens 
of India, not more than twelve Liberty-type (EHC2-—S-C-1) vessels, or such number 
of smaller merchant type vessels as may have a total tonnage equivalent to such 
Liberty-type vessels, as may be selected by representatives of the Government 
of India from the reserve fleet under the jurisdiction of the Secretary of Com- 
merce. Such selection shall be subject to the approval of the Maritime Admin- 
istrator. 

Sec. 2. Sales authorized in this joint resolution shall not be made unless— 

(1) after consultation with the Secretary of State, it is determined that 
such sales will contribute to the economic development of India and will serve 
the interests of the foreign policy of the United States ; 

(2) after consultation with the Secretary of Defense, it is determined 
that such sales would not adversely affect the defense of the United States; 
and 

(3) the Government of India agrees that the vessels sold shall be used 
only in the coastwise trade of India. 

Sec. 3. (a) Sales authorized in this joint resolution shall be made at such 
prices as are determined by the Maritime Administrator to represent the reason- 
able fair market value of the ships sold, considering their present age and con- 
dition and the limited field of operation allowed under the terms of the sale, 
except that any such price shall not exceed the price that would be established 
for the same ship under provisions of the Merchant Ship Sales Act of 1946. 

(b) At the time of any such sale the purchaser shall pay at least 25 per 
centum of the price determined under this section. In the event the full purchase 
price is not paid at the time of the sale, the unpaid balance shall be secured by a 
first preferred mortgage on the vessel sold, with interest on such balance at the 
rate of 3% per centum per annum. 

(c) Any such mortgage shall contain provisions according to such mortgage 
priority over other liens and encumbrances accorded any such mortgages on 
merchant vessels, under the laws of the country to which the registry of the 
vessels is to be transferred. 


[S. J. Res. 84, 85th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the Secretary of Commerce to sell certain vessels to 
certain citizens of the Federal Republic of Germany 


Whereas certain Liberty type vessels which the United States now has in the 
reserve fleet are of questionable value for defense purposes, and are not readily 
adaptable to profitable commercial operation by American seamen or under 
American registry ; and 

Whereas the sale of such vessels will eliminate further cost to the United 
States for their upkeep and storage; and 

Whereas Frachtschiffahrt GmbH. Hamburg affiliated with Franz Haniel U Cie. 
is prepared to purchase such vessels under conditions of sale which will limit 
their use to the transportation of coal and/or ore purchased in the United States 
to the Federal Republic of Germany, and other free nations which are members 
of the North Atlantic Treaty Organization provided that there are coal and/or 
cargoes to be transferred to such destinations ; and 

Whereas Frachtschiffahrt GmbH. Hamburg affiliated with Franz Haniel U Cie. 
is willing to purchase such vessels under conditions of sale which will prohibit 
the use of such vessels in the transportation of cargo to ports of the United 
States in competition with vessels of American registry; and 

Whereas Frachtschiffahrt GmbH. Hamburg affiliated with Franz Haniel U 
Cie. is prepared and willing to offer American dollars for the full purchase price 
of such vessels, and 

Whereas it is in the interest of the security of the United States and the free 
world that industry in the Federal Republic of Germany and other free nations 
not become dependent on Communist or Communist-satellite countries for all or 
any part of their coal or fuel supply : Now, therefore, be it 

Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) the Secretary of Commerce is hereby 
authorized, during the period of twelve months following the date of enactment 
of this joint resolution, to sell not more than six Liberty-type vessels on an as is, 
where is, basis to Frachtschiffahrt GmbH. Hamburg affiliated with Franz Haniel 
U. Cie. 
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(b) In order to insure that such vessels will not engage in unlimited competi- 
tion with American citizens it shall be a condition of such sale that during the 
seven years following the execution of the contract of sale of any such vessel it 
shall be used only for the transportation of American coal to western Buropean 
ports and for the transportation of ore to western European ports. In return- 
ing to the United States the ships shall be operated in ballast and shall not carry 
cargo into any United States ports. Any vessel sold under the provisions of this 
joint resolution may be documented under the laws of the Federal Republic of 
Germany, but shall not be transferred from such documentation during the five 
years following the execution of the contract of sale of such vessel unless such 
transfer is approved by the Secretary of Commerce. The mortgages on such 
vessels provided for in subsection (e) shall contain appropriate provisions re- 
quiring that such vessels be operated in accordance with the provisions of this 
subsection. 

(c) The vessels shall be sold at prices determined under section 3 of the Mer- 
chant Ship Sales Act of 1946, as amended. 

(d) At the time of the execution of any contract of sale authorized under this 
Act, the purchaser shall pay at least 25 per centum of the sales price of each ves- 
Sel purchased. The balance shall be payable in not more than five equal annual 
installments and interest at the rate of 314 per centum per annum shall be paid on 
any unpaid balance. The first such installment shall be due and payable one year 
from the date of execution of such sales contract. The purchaser shall have the 
right to prepay at any time any or all of the sales price remaining unpaid, except 
that in order to exercise such right the purchaser shall be required to enter into an 
undertaking, with sureties approved by the Maritime Administrator, guarantee- 
ing that such vessel shall not be operated except in accordance with the provi- 
sions of subsection (b). 

(e) The obligation of the purchaser with respect to the payment of the un- 
paid balance of the purchase price and interest thereon shall be secured by a 
preferred mortgage, in such form as is satisfactory to the Maritime Adminis- 
trator, on each vessel sold. 


[S. J. Res. 90, 85th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the Secretary of Commerce to sel! certain coal-burning 
vessels to certain citizens of the Federal Republic of Germany 


Whereas the substantially obsolete coal-burning Liberty type vessels which the 
United States now has in storage are of no value for defense purposes, and are 
not adapted to commercial operation by American seamen or under American reg- 
istry ; and 

Whereas the sale of such substantially obsolete vessels will eliminate further 
cost to the United States for their upkeep and storage ; and 

Whereas the Deutsch Amerikanische Kohlen Transport Gesellschaft (Ameri- 
can-German Coal Transport Company) is prepared to purchase such vessels 
under conditions of sale which will limit their use to the transportation of coal 
purchased in the United States to the Federal Republic of Germany, and other 
friendly Western European countries ; and 

Whereas the Deutsch Amerikanische Kohlen Transport Gesellschaft (Ameri- 
can-German Coal Transport Company) is willing to purchase such vessels under 
conditions of sale which will prohibit the use of such vessels in the transportation 
of cargo to ports of the United States in competition with vessels of American 
registry ; and 

Whereas it is in the interest of the security of the United States and the free 
world that industry in the Federal Republic of Germany and other free nations 
not become dependent on Iron Curtain countries for all or part of their coal or 
fuel supply : Now, therefore, be it 

Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) the Secretary of Commerce is hereby 
authorized, during the period of twelve months following the date of enactment 
of this joint resolution, to sell not more than twenty-four coal-burning Liberty 
type vessels on an as is, where is, basis to Deutsch Amerikanische Kohlen Trans- 
port Gesellschaft (American-German Coal Transport Company). 

(b) In order to insure that such vessels will not engage in unlimited com- 
petition with American citizens it shall be a condition of such sale that during 
the ten years following the execution of the contract of sale of any such vessel 
it shall be used only for the transportation of American coal to western Euro- 
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pean ports, and in returning to the United States shall be operated in ballast 
and shall not carry cargo into any United States port. Any vessel sold under 
the provisions of this joint resolution may be documented under the laws of the 
Federal Republic of Germany, but shall not be transferred from such documen- 
tation during the ten years following the execution of the contract of sale of such 
vessel unless such transfer is approved by the Secretary of Commerce. The mort- 
gages on such vessels provided for in subsection (e) shall contain appropriate 
provisions requiring that such vessels be operated in accordance with the provi- 
sions of this subsection. 

(c) The vessels shall be sold at prices determined under section 3 of the 
Merchant Ship Sales Act of 1946, as amended. 

(d) At the time of the execution of any contract of sale authorized under this 
Act, the purchaser shall pay at least 25 per centum of the sales price of each 
vessel purchased. The balance shall be payable in not more than ten equal 
annual installments and interest at the rate of 3144 per centum per annum shall 
be paid on any unpaid balance. The first such installment shall be due and payr- 
able one year from the date of execution of such sales contract. Tle purchaser 
shall have the right to prepay at any time any or all of the sales price remaining 
unpaid, except that in order to exercise such right the purchaser shall be required 
to enter into a undertaking, with sureties approved by the Maritime Adminis- 
trator, guaranteeing that such vessel shall not be operated except in accordance 
with the provisions of subsection (b). 

(e) The obligation of the purchaser with respect to the payment of the unpaid 
balance of the purchase price and interest thereon shall be secured by a pre- 
ferred mortgage, in such form as is satisfactory to the Maritime Administrator, 
on each vessel sold. 





[S. J. Res. 93 85th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the Secretary of Commerce to sell certain war-built 
vessels for primary utilization in servicing ports on the Great Lakes 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) the Secretary of Commerce is author- 
ized to sell, within one year after the date of enactment of this joint resolution, 
to the highest responsible bidders who are citizens of the United States within 
the meaning of section 2 of the Shipping Act, 1916, as amended, for primary em- 
ployment either on the Great Lakes, including the Saint Lawrence River and 
Gulf and their connecting waterways, or on any voyages originating or termi- 
nating at a port on the Great Lakes, up to twelve C-4 type vessels, or other suit- 
able type vessels to be designated by the Maritime Administrator, provided that 
the Secretary of Commerce shall determine before entering into contracts for 
such sales that the purchaser possesses the ability, experience, financial resources, 
and other qualifications necessary to operate and maintain the vessels. No 
vessel shall be sold under the provisions of this joint resolution for a price which 
is less than the sales price of such vessel computed under the Merchant Ship 
Sales Act of 1946, as of January 15, 1951, depreciated (after reduction for 
residual value) on a straight-line basis for the period from January 15, 1951, to 
the date of execution of the contract of sale, on the basis of the portion of a 
twenty-year useful life of such vessel remaining after January 15, 1951. 

(b) Each such sale shall be on the basis of the payment by the purchaser of 
not less than 25 per centum of the vessel sales price at the time of execution 
of the contract for such sale, with the balance payable in approximately equal 
annual installments over the remainder of the economic life of the vessel, which 
economic life is to be determined by the Maritime Administration, with interest 
on the portion of the vessel sales price remaining unpaid at the rate of 3% per 
centum per annum. The obligation of the purchaser with respect to payment 
of such unpaid balance, with interest, shall be secured by a preferred mortgoce 
on each such vessel in form satisfactory to the Maritime Administrator. 

(c) Any contract of sale made pursuant to this joint resolution shall be sub- 
ject to the following conditions: (1) the vessel sold shall be utilized in com- 
mon-carrier service for the carriage of freight and passengers in »ccor’'suce 
with the limitations set forth in subsection (a) above; (2) the purch ser shall 
demonstrate to the Maritime Administrator that he has valid common-earrier 
operating rights from the Interstate Commerce Commission: (3) in the event 
the United States shall, through purchase or requisition, reacquire ownership 
of any such vessel, the owner shall be paid therefor the value thereof, but in no 
event shall such payment exceed the actual depreciated sales price under such 
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contract together with the actual depreciated cost of capital improvements there- 
on, and in computing the depreciated acquisition cost of such vessel, the de- 
preciation shall be computed on the vessel according to the schedule adopted 
or accepted by the Secretary of the Treasury for income tax purposes as ap- 
plicable to the vessel sold; (4) such vessel shall remain documented under the 
laws of the United States during the remainder of the economic life of the 
vessel or as long as there remains due the United States any principal or in- 
terest on account of the sales price, whichever is the longer period; and (5) 
the foregoing provisions respecting the reacquiring of ownership by the United 
States, and documentation, shall run with the title to such vessel and be bind- 
ing on all owners thereof. 


[S. J. Res. 101, 85th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the Secretary of Commerce to sell a certain war-built 
cargo vessel, and for other purposes 


Resolwed by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the Secretary of Commerce is 
hereby authorized, during a period of six months after the enactment of this 
joint resolution, to sell to the Boston Shipping Corporation the N3—-M-—A1 type 
cargo vessel, Asa Lothrop, on an as is, where is, basis. The sales price of the Asa 
Lothrop shall be as computed under the Merchant Ship Sales Act of 1946, as of 
January 15, 1951, depreciated (after reduction for residual value) on a straight- 
line basis for the period from January 15, 1951, to the date of execution of the 
contract of sale, on the basis of the portion of a twenty-year useful life of the 
vessel remaining after January 15, 1951. 

(b) Such sale shall be on the basis of the payment by the purchaser of not less 
than 25 per centum of the vessel sales price at the time of the execution of the 
vessel sales contract, with balance payable in approximately equal annual install- 
ments over a period beginning with the date of execution of the vessel sales 
contract, such period to be fixed by the Secretary of Commerce but not to exceed 
ten years, with interest on the portion of the vessel sales price remaining unpaid 
at the rate of 3% per centum per annum. The obligation of the purchaser with 
respect to payment of such unpaid balance, with interest, shall be secured by 
a preferred mortgage on the vessel in form satisfactory to the Maritime Adminis- 
trator. 

(c) Any contract of sale executed under authority of this Act shall provide 
that in the event the United States shall, through purchase or requisition, acquire 
ownership of any such vessel, the owner shall be paid therefor the value thereof, 
but in no event shall such payment exceed the actual depreciated sales price 
under such contract (together with the actual depreciated cost of capital im- 
provements thereon), or the fair and reasonable scrap value of such vessel, 
as determined by the Maritime Administrator, whichever is the greater ; that such 
determination shall be final; that, in computing the depreciated acquisition cost 
of such vessel, the depreciation shall be computed on the vessel on the schedule 
adopted or accepted by the Secretary of the Treasury for income-tax purposes 
as applicable to such vessel; that such vessel shall remain documented under the 
laws of the United States during the remainder of the economic life of the vessel 
or as long as there remains due the United States any principal or interest on 
account of the sales price, whichever is the longer period ; and that the foregoing 
provisions respecting the requisition or the acquisition of ownership by the United 
States, and documentation shall run with the title to such vessel and be binding on 
all owners thereof. 


[S. J. Res. 109, 85th Cong., 1st sess. ] 


JOINT RESOLUTION To authorize the sale of one Victory-type vessel for conversion to 
an ore and coal carrier for use on Great Lakes operations 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) notwithstanding the provisions of 
section 11 of the Merchant Ship Sales Act of 1946, as amended, and section 510 
(h) of the Merchant Marine Act, 1936, as amended, the Secretary of Commerce 
is authorized to sell within one year after the enactment of this joint resolution, 
to the highest responsible bidder who is a citizen of the United States, within 
the meaning of section 2 of the Shipping Act, 1916, as amended— 

(1) one war-built Victory ship for conversion to an ore and coal carrier for 
use on the Great Lakes, such vessel to be designated by the Maritime Admin- 
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istrator on an as is, where is, basis: Provided, That the Secretary of Com- 
merce shall determine before entering into such sale that the purchaser pos- 
sesses the ability, and experience, financial resources, and other qualifications 
necessary to enable it to operate and maintain the vessel in such service and 
to maintain adequate service; and 

(2) the upset price of the vessel shall be its sales price computed under 
the Merchant Ship Sales Act of 1946, as of January 15, 1951, depreciated 
(after reduction for residual value) on a straight line basis for the period 
from January 15, 1951, to the date of execution of the contract of sale, on 
the basis of the portion of a twenty-year useful life of the vessel remaining 
after January 15, 1951. 

(b) This sale shall be on the basis of the payment by the purchaser of not 
less than 25 per centum of the vessel sales price at the time of execution of the 
vessel sales contract, with the balance payable in approximately equal annual 
installments over the remainder of the economic life of the vessel, which economic 
life is to be determined by the Maritime Administration, with interest on the 
portion of the vessel sales price remaining unpaid at the rate of 34% per centum 
per annum. The obligation of the purchaser with respect to payment of such 
unpaid balance, with interest, shall be secured by a preferred mortgage on the 
vessel in form satisfactory to the Maritime Administrator. 

(ec) (1) Such sale shall be made upon condition and agreement that the pur- 
chaser recondition the vessel satisfactory to the Secretary of Commerce in a 
domestic shipyard for the uses designated above in subsection (a) (1) of this 
Act. 

(2) The vessel sold under this Act shall be employed exclusively as designated 
above in subsection (a) (1) of this Act, until the end of its useful life, as deter- 
mined under subsection (b) of this Act, or until it is replaced by a new tonnage, 
whichever happens first. These restrictions shall run at law and in equity with 
the title to the vessel and are binding upon all subsequent owners. 

(d) Any contract of sale executed under authority of this Act shall provide 
that in the event the United States shall, through purchase or requisition, acquire 
ownership of any such vessel, the owner shall be paid therefor the value thereof, 
but in no event shall such payment exceed the actual depreciated sales price 
under such contract (together with the actual depreciated cost of capital im- 
provements thereon) ; that in computing the depreciated acquisition cost of such 
vessel, the depreciation shall be computed on the vessel on the schedule adopted 
or accepted by the Secretary of the Treasury for income tax purposes as appli- 
cable to such vessels; that such vessel shall remain documented under the laws 
of the United States during the remainder of the economic life of the vessel or 
as long as there remains due the United States any principal or interest on ac- 
count of the sales price, whichever is the longer period; and that the foregoing 
provisions respecting the requisition or the acquisition of ownership by the 
United States, and documentation shall run with the title to such vessel and be 
binding on all owners thereof. 

(e) The vessel sold pursuant to the foregoing subsection (a) (1) shall be 
employed exclusively as an ore and coal carrier on the Great Lakes, trading coast- 
wise and to Canada, until the end of its useful life as determined under subsec- 
tion (b) of this Act or until it is replaced by new tonnage, whichever happens 
first. These restrictions shall run at law and in equity with the title to the vessel 
and are binding upon all subsequent owners. 


[S. J. Res. 110, 85th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the sale of a troopship of the C—4 type for conversion to 
a passenger and cargo carrier 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) notwithstanding the provisions of 
section 11 of the Merchant Ship Sales Act of 1946, as amended, and section 510 
(h) of the Merchant Marine Act, 1936, as amended, the Secretary of Commerce 
is authorized to sell within eighteen months after the enactment of ft’ is joint 
resolution, to the highest responsible bidder who is a citizen of the United States, 
within the meaning of section 2 of the Shipping Act, 1916, as amended— 

(1) one war-built troopship of the C-4 type or conversion to a passenger 
and cargo vessel, for use out of United States Atlantic and Gulf ports to 
foreign ports in the Gulf and Caribbean and/or to proceed to the Great 
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Lakes after the opening of the Saint Lawrence seaway, and trading to 
American and Canadian ports during the summer months, and returning 
to the foregoing described services, such vessel to be designated by the 
Maritime Administrator on an as is, where is, basis: Provided, That the 
Secretary of Commerce shall determine before entering into such sale that 
the purchaser possesses the ability, experience, financial resources, and 
other qualifications necessary to enable it to operate and maintain the 
vessel in such service and to maintain adequate service. 

(2) the upset price of the vessel shall be the sale price computed under 
the Merchant Ship Sales Act of 1946, as of January 15, 1951, depreciated 
(after reduction for residual value) on a straight-line basis for the period 
from January 15, 1951, to the date of execution of the contract of sale, on 
the basis of the portion of a twenty-year useful life of the vessel remaining 
after January 15, 1951. 

(b) The sale shall be on the basis of the payment by the purchaser of not less 
than 25 percentum of the vessel sale price at the time of execution of the vessel 
sales contract, with the balance payable in approximately equal annual install- 
ments over the remainder of the economic life of the vessel, which economic life 
is to be determined by the Maritime Administration, with interest on the portion 
of the vessel sales price remaining unpaid at the rate of 314 per centum per 
annum. The obligation of the purchaser with respect to payment of such unpaid 
balance, with interest, shall be secured by a preferred mortgage on the vessel 
in form satisfactory to the Maritime Administrator. 

(c) (1) Such sale shall be made upon condition and agreement that the pur- 
chaser recondition the vessel satisfactory to the Secretary of Commerce in a 
domestic shipyard for the uses designated above in subsection (a) (1) of this Act. 

(2) The vessel sold under this Act shall be employed exclusively as designated 
above in subsection (a) (1) of this Act, until the end of its useful life, as de- 
termined under subsection (b) of this Act, or until it is replaced by new tonnage, 
whichever happens first. These restrictions shall run at law and in equity with 
the title to the vessel and are binding upon all subsequent owners. 

(d) Any contract of sale executed under authority of this Act shall provide 
that in the event the United States shall, through purchase or requisition, ac- 
quire ownership of any such vessel, the owner shall be paid therefor the value 
thereof, but in no event shall such payment exceed the actual depreciated sales 
price under such contract (together with the actual depreciated cost of capital 
improvements thereon); that in computing the depreciated acquisition cost of 
such vessel, the depreciation shall be computed on the vessel on the schedule 
adopted or accepted by the Secretary of the Treasury for income tax purposes as 
applicable to such vessels; that such vessel shall remain documented under the 
laws of the United States during the remainder of the economic life of the vessel 
or as long as there remains due the United States any principal or interest on ac- 
count of the sales price, whichever is the longer period; and that the foregoing 
provisions respecting the requisition or the acquisition of ownership by the United 
States, and documentation shall run with the title to such vessel and be binding 
on all owners thereof. 

(e) The vessel sold pursuant to the foregoing subsection (a) (1) shall be em- 
ployed as a passenger and cargo ship out of United States Atlantic and Gulf and 
Caribbean ports to foreign ports in the Caribbean and Gulf ports, and/or pro- 
ceeding to the Great Lakes after the opening of the Saint Lawrence seaway, and 
trading to American and to Canadian ports during the summer months, and re- 
turning annually to the foregoing described services, until the end of its useful 
life as determined under subsection (b) of this Act or until it is replaced by new 
tonnage, whichever happens first. These restrictions shall run at law and in 
equity with the title to the vessel and are binding upon all subsequent owners. 


[S. J. Res. 111, 85th Cong., 1st sess.] 


JOINT RESOLUTION To extend the time limit for the Secretary of Commerce to sell 
certain war-built vessels for utilization on essential trade routes 3 and 4 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 938, Eighty- 
fourth Congress, chapter 904, second session, is amended by striking out the 
words “within one year after the enactment of this joint resolution” and sub- 
stituting the following words “within two years after the enactment of this joint 
resolution.” 
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[S. J. Res. 116, 85th Cong., 1st sess.) 


JOINT RESOLUTION To authorize the sale of a certain number of merchant-type vessels 
to the Government of the Republic of the Philippines or to citizens of the Philippines 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of Commerce is authorized, 
at any time prior to twelve months from the date of enactment of this joint 
resolution, to sell on an as is basis to the Government of the Republic of the 
Philippines, or to citizens of the Philippines, not more than thirty vessels, of 
which ten Liberty ships of the “John Sargent” and “Thomas Nelson” type and 
twenty Victory vessels made up of ten AP2’s and ten AP3’s, as may be selected 
by representatives of the Government of the Rpublic of the Philippines or by 
citizens of the Philippines from the reserve fleet under the jurisdiction of the 
Secretary fo Commerce. Such selection shall be subject to the approval of the 
Maritime Administrator. 

Sec, 2. Sales authorized in this joint resolution shall not be made unless— 

(1) after consultation with the Secretary of State, it is determined that 
such sales will contribute to the economic development of the Philippines and 
will serve the interests of the foreign policy of the United States; and 

(2) after consultation with the Secretary of Defense, it is determined that 
such sales would not adversely affect the defense of the United States. 

Sec. 3. (a) Sales authorized in this joint resolution shall be made at such prices 
as are determined by the Maritime Administrator to represent the reasonable fair 
market value of the ships sold, considering their present age and condition and 
the limited field of operation allowed under the terms of the sale, except that any 
such price shall not exceed the price that would be established for the same ship 
under provisions of the Merchant Ship Sales Act of 1946. 

(b) At the time of any such sale the purchaser shall pay at least 25 per centum 
of the price determined under this section. In the event the full purchase price 
is not paid at the time of the sale, the unpaid balance shall be secured by a first 
preferred mortgage on the vessel sold, with interest on such balance at the rate 
of 314 per centum per annum. 

(c) Any such mortgage shall contain provisions according to such mortgage 
priority over other liens and encumberances accorded any such mortgages on 
merchant vessels, under the laws of the country to which the registry of the ves- 
sels is to be transferred. 


[S. 1644, 85th Cong., Ist sess.] 


A BILL To authorize the sale of four merchant-type vessels to citizens of Mexico for use in 
the intercoastal trade of Mexico 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Commerce is authorized, 
at any time prior to twelve months from the date of enactment of this Act, to 
sell on an as is, where is, basis to Transportes Maritimos Mexicanos, S. A., 
certified as a qualified ship operator by the Secretary of Marine of the Govern- 
ment of Mexico, not more than four merchant type vessels of the CI-MAYV-1 type 
from the reserve fleet under his jurisdiction. 

Sec. 2. Sales authorized in this Act shall not be made unless— 

(1) after consulation with the Secretary of State, it is determined that 
such sales will contribute to the economic development of Mexico and will 
serve the interests of the foreign policy of the United States; and 

(2) after consultation with the Secretary of Defense, it is determined 
that such sales would not adversely affect the defense of the United States 
and would strengthen the defense of the Western Hemisphere by assisting a 
friendly neighbor to build an active merchant marine. 

Sec. 3. (a) Sales authorized in this Act shall be made at the statutory sales 
price, as defined in section 3 (d) of the Merchant Ship Sales Act of 1946, except 
that in the subtraction of amounts from such price for normal depreciation under 
the provisions of such section, amounts for depreciation shall continue to be sub- 
tracted after the minimum provided for in such section has been reached, but at 
a reasonable rate, not in excess of 5 per centum, to be determined by the Secre- 
tary of Commerce. 

(b) At the time of any such sale the purchaser shall pay at least 25 per centum 
of the price determined under this section. The unpaid balance shall be secured 
by a first preferred mortgage, guaranteed by Nacional Financiera, S. A., or other 
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duly authorized agency of the Government of Mexico, on the vessel sold, and such 
agency shall also provide assurance that such vessel shall be used only in the 
coastwise trade of Mexico, except that such vessel shall not be denied the transit 
privilege of the ports of San Diego, California, and Brownsville, Texas, for trans- 
shipment of goods into or out of Mexico. Interest shall be paid on such unpaid 
balance at the rate of 3% per centum per annum. The Secretary of Commerce 
shall fix the terms of payment on such balance over a period of time not in ex- 
cess of the expected natural life of the vessel or twenty years, whichever is the 
lesser, and on such other terms as are not more favorable than terms applicable 
in the case of sales of vessels to citizens of the United States. 

(c) Any such mortgage shall contain provisions according to such mortgage 
priority over other liens and encumbrances accorded any such mortgages on 
merchant vessels, under the laws of the country to which the registry of the 
vessel is to be transferred. 


[S. 2038, 85th Cong., 1st sess.] 


A BILL To authorize the sale of ten merchant-type vessels to citizens of Italy for use in 
the intercoastal trade of Italy 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Commerce is authorized, 
at any time prior to twelve months from the date of enactment of this Act, to sell 
on an as is, where is, basis to Flotta Libera Triestina, s. p. a., an established ship- 
ping firm of Trieste, Italy, not more than ten war-built vessels under the provi- 
sions of section 6 of the Merchant Ship Sales Act of 1946 (50 app. U. S. C., sec. 
1739). 

Sec. 2. Sales authorized in this Act shall not be made unless— 

(1) after consultation with the Secretary of State, it is determined that 
such sales will contribute to the economic development of Italy and will 
serve the interests of the foreign policy of the United States; and 

(2) after consultation with the Secretary of Defense, it is determined 
that such sales would not adversely affect the defense of the United States 
and would strengthen the defense of the Western Hemisphere by assisting 
a friendly nation to build an active merchant marine. 


[S. 2241, 85th Cong., 1st sess.] 


A BILL To authorize the Secretary of Commerce to sell war-built vessels, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the Secretary of Commerce is hereby 
authorized, during a period of six months after the enactment of this Act, to sell 
to citizens of the United States possessing the ability, experience, financial re- 
sources, and other qualifications necessary to enable them to operate and main- 
tain such vessels under normal competitive conditions as determined by the 
Maritime Administrator, N8-M-A1 type cargo vessels, on an as-is, where-is basis. 
The upset sales price for each vessel shall be the amount determined by the 
Maritime Administrator in accordance with the formula set forth in Public Law 
553 of the Eighty-third Congress. 

(b) The sale shall be on the basis of the payment by the purchaser of not less 
than 25 per centum of the vessel sales price at the time of the execution of the 
vessel sales contract, with balance payable in approximately equal annual in- 
stallments to be determined by the Maritime Administrator but not to exceed ten 
years, with interest on the portion of the vessel sales price remaining unpaid at 
the rate of 31% per centum per annum. The obligation of the purchaser with 
respect to payment of such unpaid balance, with interest, shall be secured by a 
preferred mortgage on the vessel in form satisfactory to the Maritime Adminis- 
trator. Except with the prior approval of the Secretary of Commerce each ves- 
sel shall, during the useful life of the vessel as determined by the Maritime Ad- 
ministrator or so long as there remains due the United States any principal or 
interest on account of the purchase price, be operated only in the intercoastal 
and/or coastwise trade of the United States including ports in the Territory of 
Alaska. 

(ec) Any contract of sale executed under authority of this Act shall provide 
that in the event the United States shall, through purchase or requisition, ac- 
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quire ownership of any such vessel, the owner shall be paid therefor the value 
thereof, but in no event shall such payment exceed the actual depreciated sales 
price under such contract (together with the actual depreciated cost of capital im- 
provements thereon), or the fair and reasonable scrap value of such vessel, as 
determined by the Maritime Administrator, whichever is the greater; that such 
determination shall be final ; that in computing the depreciated acquisition cost of 
such vessel, the depreciation shall be computed on the vessel on the schedule 
adopted or accepted by the Secretary of the Treasury for income tax purposes 
as applicable to such vessel; that such vessel shall remain documented under the 
laws of the United States during the remainder of the twenty-year economic life 
of the vessel or as long as there remains due the United States any principal or 
interest on account of the sales price, whichever is the longer period; that such 
vessel during the remainder of the twenty-year economic life of the vessel shall 
not be sold or in any manner transferred to any person not a citizen of the United 
States; and that the foregoing provisions respecting the requisition or the acqui- 
sition of ownership by the United States, and documentation shall run with the 
title to such vessel and be binding on all owners thereof. 





[S. 2249, 85th Cong., 1st sess. ] 


A BILL To authorize the sale of a certain number of merchant-type vessels to Austrian 
citizens for use in the trade of Austria 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Commerce is authorized, 
at any time prior to twelve months from the date of enactment of this bill, to sell 
on an as is, where is, basis to citizens of Austria, not more than eight Liberty- 
type vessels, from the reserve fleet under his jurisdiction. 

Sec. 2. Sales authorized in this bill shall not be made unless— 

(1) after consultation with the Seeretary of State, it is determined that 
such sales will contribute to the economic stability of Austria and will serve 
the interests of the foreign policy of the United States ; 

(2) after consultation with the Secretary of Defense, it is determined, 
that such sales would not adversely affect the defense of the United States; 
and 

(3) the Austrian Federal Government agrees that the vessels sold shall 
not be used— 

(a) in any liner trade, 

(b) in any trade (in or out) with United States ports, except for the 
carriage of bulk cargo to the port of Trieste, or any other Mediter- 
ranean port. 

Sec. 3.(a) Sales authorized in this bill shall be made at such prices as are de- 
termined under provisions of the Merchant Ship Sales Act of 1946, as amended. 

(b) At the time of any such sale the purchaser shall pay at least 25 per centum 
of the price determined under this section. In the event the full purchase price 
is not paid at the time of the sale, the unpaid balance shall be secured by a first 
preferred mortgage on the vessel sold, with interest on such balance at the rate 
of 3% per centum per annum. 

(c) Any such mortgage shall contain provisions according to such mortgage 
priority over other liens and encumbrances accorded any such mortgages on 
merchant vessels under the laws of the country to which the registry of the vessels 
is to be transferred. 


[S. 2265, 85th Cong., 1st sess.] 


A BILL To authorize the sale of a certain number of merchant-type vessels to citizens ef, 
or the Government of Uruguay for the coastwise trade of South America or for certain 
other services not competitive with United States-flag ships 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Commerce is authorized, 
at any time prior to twelve months from the date of enactment of this Act, to sell 
on an as is, where is, basis to the Government of Uruguay, or to citizens of the 
Government of Uruguay, not more than four Liberty-type (EC2—S—C-1) vessels, 
two Victory-type (VC2-S-AP8) vessels, and two coastal-cargo type vessels (C1- 
M-—AV1), or such number of the same type vessels not to exceed the total tonnage 
equivalent thereof, as may be selected by representatives of the Government of 
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Uruguay, or citizens of Uruguay, from the maritime reserve fleet, under the 
jurisdiction of the Secretary of Commerce. Such selection shall be subject to the 
prior approval of the Maritime Administrator. 

Sec. 2. Sales authorized by this Act shall not be made unless the purchaser, or 
purchasers shall agree to the following conditions: 

(1) Repair work necessary to place any vessels purchased hereunder in class 
according to the standards of the American Bureau of Shipping shall be done in 
a domestic United States shipyard ; 

(2) Any vessels purchased hereunder shall be employed for their remaining 
economic lives in the coastal service of South America or in such other services 
that are not competitive with vessels registered under the laws and flag of the 
United States ; 

(3) Any vessels purchased hereunder shall not trade with Communist con- 
trolled nations at any time during their remaining economic lives ; 

(4) Any vessels purchased hereunder shall be available to the United States 
in times of military or economic emergency and may be requisitioned by the 
United States for this purpose, and such vesse!s shall be subject to the provisions 
of section 902 of the Merchant Marine Act, 1956, as amended, to the same ex- 
tent as if they were owned by citizens of the United States, and ; 

(5) Any vessels purchased hereunder will not be transferred or sold by the 
original purchaser or purchasers without the prior approval of the Maritime 
Administrator. 

Src. 3. Sales authorized in this Act shall not be made unless— 

(1) after consultation with the Secretary of State, it is determined that 
such sales will contribute to the economic development of Uruguay and will 
serve the interests of the foreign policy of the United States; and 

(2) after consultation with the Secretary of Defense, it is determined 
that such sales would not adversely affect the defense of the United States. 

Sec. 4 (a) Sales authorized in this Act shall be made at such prices as are 
determined by the Maritime Administrator to represent the reasonable fair 
market value of the ships old, considering their present age and condition and the 
limited field of operation allowed under the terms of the sale, except that any 
such price shall not exceed the price that would be established for the same ship 
under provisions of the Merchant Ship Sales Act of 1946. 

(b) At the time of any sale made hereunder purchaser shall pay at least 25 
per centum of the price determined under this section. In the event the full 
purchase price is not paid at the time of the sale, the unpaid balance shall be 
secured by a first preferred mortgage on the vessel sold, with interest on 
such balance at the rate of 3% per centum per annum. 

(c) Any such mortgage shall contain provisions according to such mortgage 
priority over other liens and encumbrances accorded any such mortgages on 
merchant vessels, under the laws of the country to which the registry of the 
vessels is to be transferred. 


[S. 2378, 85th Cong., 1st sess.] 


A BILL To authorize the sale of five Liberty-type vessels to Belgium or its citizens for use 
= ion sueeataeent of anthracite coal from Philadelphia to ports in Belgium and the 
Netherlands 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of Commerce is 
authorized, at any time prior to twelve months from the date of enactment of 
this Act to transfer to the Government of Belgium or to citizens of Belgium title 
to not more than five Liberty-type vessels under the following conditions: 

(a) After consultation with the Secretary of State it is determined that 
the sale of such ships to Belgium or its citizens will contribute to the economic 
development of Belgium, and such sales would serve the interest of the foreign 
policy of the United States; 

(b) After consultation with the Secretary of Defense it is determined that 
ene of such vessels would not adversely affect the defense of the United 
States; 

(c) The sale of such vessels shal be at prices determined under section 3 of 
the Merchant Ship Sales Act, 1947, as amended, as is, where is; 

(d) At the time of sale the purchaser shall pay at least 25 per centum of the 
price determined under subsection (d). The Secretary of Commerce, after con- 
sultation with the National Advisory Council on International Monetary and 
Financial Problems, shall fix the terms of payment on unpaid balances, which 
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terms shall in no event be more favorable than the terms applicable in the case 
of sales of Liberty-type dry cargo vessels heretofore made to citizens of the United 
States. 

(e) The obligation of the purchasers with respect to the payment of such 
unpaid balance of the purchase price and interest thereon shall be secured by a 
mortgage which shall contain, among others, provisions according to such mort- 
gage, the priorities over other liens and encumbrances accorded such mortgages 
on merchant vessels under the laws of the country to which the registry of the 
vessel is transferred ; and 

(f) Every transfer under the authority of this Act, including transfers under 
authority of section 9 or 37 of the Shipping Act, 1916, shall be subject to the con- 
dition that the vessels so transferred shall, except upon permission obtained from 
the Secretary of Commerce, and whether under mortgage to the United States 
or not, be restricted to use in the export of anthracite coal from the port of 
Philadelphia to ports in Belgium and the Netherlands and return. 


[S. 2403, 85th Cong., 1st sess.] 


A BILL To authorize the Secretary of Commerce to transfer war-built merchant vessels to 
American citizens, to encourage construction of new dry-cargo vessels in American ship- 
yards for American-flag operation, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Congress hereby finds that construc- 
tion of modern, high speed, efficient oceangoing dry-cargo vessels for use in the 
international trade of the United States is essential to national defense and the 
maritime interest of the United States; that construction differential subsidy 
funds are inadequate to provide for construction of such modern cargo vessels, 
and that new and supplementary methods must be authorized to encourage such 
new buildings in American shipyards. It is hereby declared to be the purpose of 
this Act to make available war-built vessels owned by the United States to citizens 
thereof in consideration for construction of modern dry-cargo vessels in domes- 
tic shipyards. 

Sec. 2. The Secretary of Commerce is hereby authorized to transfer war-built 
vessels owned by the United States to any citizen of the United States, or domes- 
tic corporation wholly owned by citizens of the United States for unsubsidized 
United States flag operation in consideration for construction within the United 
States of new dry cargo, ocean-going tonnage of modern design and type for un- 
subsidized United States flag operation. War-built vessels sold pursuant to the 
provisions of this Act shall be on an as is, where is, basis, but to the extent 
feasible, shall be vessels of the Victory class released during 1956 from the re- 
serve fleet on bare-boat charter basis, upon termination of such charter agree- 
ments. 

Sec. 3. The amount of payment for any vessel sold under the provisions of this 
Act shall be determined in each case by the Secretary of Commerce, but shall not 
be less than the statutory sales price thereof determined under section 3 (d) of 
the Merchant Ship Sales Act of 1946, as amended, minus an amount representing 
normal depreciation computed at the rate of 5 per centum per annum from the 
date the vessel was constructed, and subject only to the following additional 
adjustments: 

(a) If the vessel to be sold is not in class there would be deducted from the 
sales price the cost of repairs for classification with the American Bureau of 
Shipping, and 

(b) If the vessel contains desirable features which are not incorporated in the 
standard vessel, there would be added the amount estimated for such extra 
features. 

Sec. 3. At the time of sale of any vessel pursuant to this Act, the purchaser 
shall pay 25 per centum of the purchase price. The balance of the purchase 
price shall be payable in ten equal annual installments, with interest at the rate 
of 3% per centum per annum on the portion of the purchase price remaining 
unpaid, or shall be payable under such other amortization provisions, satisfac- 
tory to the Secretary of Commerce, as will permit the purchaser to accelerate 
payment of the unpaid balance. Payment of the unpaid balance and interest 
thereon shall be secured by a preferred mortgage upon each vessel. 

Sec. 4. The Secretary of Commerce is authorized to sell such war-built ves- 
sels at a ratio of not to exceed five such war-built vessels for each vessel of new 
construction to be built by the purchaser depending in each case upon (a) the 
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tonnage, design and cost of each such new construction and (b) the number of 
years estimated by the Secretary as reasonably necessary for the owner to re- 
cover from operation of such war-built vessels the equivalent of the construction 
cost differential on each such new vessel to be built. 

Sec. 5. Every agreement transferring any such war-built vessel shall include 
provisions (a) binding the purchaser to construction of approved type modern 
oceangoing dry-cargo vessels in United States shipyards as promptly as facili- 
ties are available, and (b) granting the Secretary an option to repurchase such 
war-built vessel or vessels on behalf of the United States at a price not to ex- 
ceed the price at which such war-built vessel was sold under this Act not earlier 
than three and not later than five years from the date transferred, but in no 
event prior to recovery by the purchaser from operation of such war-built vessel 
or vessels, of the equivalent of the construction cost differential on new build- 
ings. The Secretary of Commerce is authorized to sell or agree to sell under the 
provisions of this Act not more than fifty war-built vessels owned by the United 
States. 

Sec. 6. For the purposes of this Act, the term “warbuilt vessel” means an 
oceangoing vessel of one thousand five hundred gross tons or more owned by the 
United States and suitable for commercial use, and which was constructed or con- 
tracted for, by or for the account of the United States during the period beginning 
January 1, 1941, and ending with September 2, 1945. 

For the purposes of this Act, the term “equivalent of the construction cost 
differential” shall mean the excess of the cost of constructing such vessel in a 
United States shipyard over the fair and reasonable estimate of cost, as deter- 
mined by the Secretary, for the construction of the proposed vessel if it were con- 
structed under similar plans and specifications in a foreign shipbuilding center 
deemed by the Secretary to furnish a fair and representative example for the 
determination of the estimated foreign cost of construction of vessels of the type 
proposed to be constructed. 

Sec. 7. No application under this Act filed after one year from the date of its 
enactment shall be given consideration, and no agreement of transfer shall be 
made after two years from the date of enactment of this Act. All actions, deter- 
minations, and decisions under this Act shall be final and conclusive on all 
questions of law or fact, and not subject to review by any court by mandamus or 
otherwise. 

[S. J. Res. 120, 85th Cong., Ist sess.] 


JOINT RESOLUTION To authorize the sale of a certain number of merchant-type vessels 
to French citizens 


Whereas certain Liberty-type vessels which the United States now has in the 
reserve fleet are not readily adaptable to profitable commercial operation by 
American seamen or under United States registry ; and 

Whereas the sale of such vessels will eliminate further cost to the United 
States for their upkeep and storage; and 

Whereas such vessels will be sold under conditions which will limit their use 
and prohibit their operation in competition with vessels of United States 
registry ; and 

Whereas the purchase price of such vessels will be paid in full in United States 
dollars at the time of transfer; and 

Whereas such vessels will be repaired, reactivated, and converted in United 
States shipyards at the expense of the purchaser or purchasers; and 

Whereas the reactivation and maintennace of such vessels by citizens of a 
friendly nation will be valuable to defense purposes of the United States, such 
vessels being subject to requisition by the United States in the event of national 
emergency : Now, therefore, be it 

Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of Commerce is authorized, 
at any time prior to twelve months from the date of enactment of this joint 
resolution, to sell on an as is, where is, basis, to citizens of France, not more 
than ten Liberty vessels of the EC2—S—C1 type, from the reserve fleet under his 
jurisdiction. 

Src. 2. Sales authorized in this joint resolution shall not be made unless the 
purchasers agree that the vessels sold shall be used only— 

(1) for the carriage exclusively of French-made automobiles, automobile 
parts and automobile accessories out of North European ports into United 
States Gulf and Pacific coast ports; 

(2) for the carriage of bulk cargo out of United States ports to any ports 
of Europe, with the prior approval of the Maritime Administrator ; 
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(3) in any trade or service not competitive with vessels registered under 
the laws and flag of the United States; 
Provided, That the Maritime Administrator may authorize exceptions to any 
of the foregoing limitations in this section upon finding that the same are not 
detrimental to the merchant marine of the United States. 

Sec. 3. The vessels shall be sold at prices determined under section 3 of the 
Merchant Ship Sales Act of 1946, as amended. 

Sec. 4. Every agreement transferring any such vessel shall include pro- 
visions (a) that payment for the same shall be made in full, in dollars, at the 
time of transfer, (b) that any vessels purchased hereunder will not be trans- 
ferred or sold by the original purchaser or purchasers without the prior ap- 
proval of the Maritime Administrator, (c) that the Secretary of Commerce 
shall be entitled to repossess any such vessel found to have engaged in trade 
unauthorized in section 2 of this joint resolution, (d) that in case of a national 
emergency declared by the President of the United States the Secretary of Com- 
merce shall be entitled to repurchase any or all of the vessels transferred under 
this joint resolution at the same prices at which they were transferred, plus 
such sums as paid by the purchasers for repair and reactivation to place the 
same in class, less amounts for proper depreciation and for any unusual impair- 
ment of conditions, the vessels in such case to be delivered to the Secretary of 
Commerce immediately upon his demand whether or not the repurchase price is 
simultaneously determined and paid, (e) that the vessels transferred be selected 
by the purchasers, subject to approval of the Maritime Administrator, from and 
out of those vessels in the reserve fleet requiring average repair and reactiva- 
tion, and (f) that the repairs, reactivation, and conversion shall be performed 
in United States shipyards. 


[S. J. Res. 121, 85th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the sale of a Liberty-type vessel to the George 
Steamship Corporation 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of Commerce is authorized 
at any time prior to twelve months from the date of enactment of this Act, 
to sell on an as is, where is, basis to the George Steamship Corporation, a 
-anamanian company, one Liberty-type vessel from the reserve fleet under his 
jurisdiction. Such vessel shall be selected by such corporation, but such selec- 
tion shall be subject to the approval of the Secretary. 

Sec. 2. (a) The sale authorized in this Act shall be made at such price as 
is determined by the Secretary of Commerce to represent the fair market value 
of the ship sold, considering its present age and condition, but such price shall 
not exceed the price that would be established for such ship under the provisions 
of the Merchant Ship Sales Act of 1946. 

(b) At the time of such sale the purchaser shall pay at least 25 per centum 
of the price determined under this section. In the event the full purchase price 
is not paid at the time of the sale, the unpaid balance shall be secured by a first 
preferred mortgage on the vessel sold, with interest on such balance at the rate 
of 34% per centum per annum. 

(c) Such mortgage shall contain provisions according to its priority over other 
liens and encumbrances accorded any such mortgage on a merchant vessel under 
the laws of the country to which the registry of the vessel is to be transferred. 


[S. J. Res. 129, 85th Cong., 1st sess.] 


JOINT RESOLUTION To authorize the sale of a certain number of merchant type vessels 
to the Government of the Republic of Korea for use in the domestic and foreign trade of 
such country 


Resolved by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Commerce is authorized 
at any time prior to twelve months from the date of enactment of this joint 
resolution to sell on an as-is, where-is basis to the Government of the Republic 
of Korea, not more than ten Liberty-type (ECZ-S-C-1) vessels as may be 
selected by representatives of the Government of the Republic of Korea from 
the reserve fleet maintained under the jurisdiction of the Secretary of Commerce. 

Sec. 2. Sales authorized in this joint resolution shall not be made unless— 
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(1) After consultation with the Secretary of State, the Secretary of 
Commerce shall determine that such sales will contribute to the economic 
rehabilitation and development of the Republic of Korea and will serve the 
interests of the foreign policy of the United States ; and 

(2) After consultation with the Secretary of Defense, the Secretary of 
Commerce shall determine that such sales would not adversely affect the 
national defense interests of the United States. 

Sec. 3. (a) Sales authorized in this joint resolution shall be made at such 
prices as are determined by the Maritime Administrator to represent the 
reasonable and fair market value of the ships sold, considering their present age 
and condition, except that any such price shall not be lower than the price that 
would be established for the same ship under the provisions of the Merchant 
Ship Sales Act of 1946. 

(b) At the time of any such sale the Republic of Korea shall pay at least 
25 per centum of the price determined under this section. In the event the 
full purchase price is not paid at the time of sale, the Secretary of Commerce 
is authorized to accept a note for the unpaid balance secured by a first pre- 
ferred ship mortgage on the vessels sold, the interest on the unpaid balance 
to be at the rate of 314 per centum per annum. 

(c) Any such mortgage shall be for a period not to exceed ten years and 
shall contain provisions according to such mortgage priority over other liens 
and encumbrances accorded any such mortgages on merchant vessels under 
the laws of the Republic of Korea. 


({S. 2642, 85th Cong., 1st sess.] 


A BILL To authorize the sale of a certain number of merchant-type vessels to citizens of 
or the Government of Cuba 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Commerce is authorized, 
at any time prior to twelve months from the date of enactment of this Act, to 
sell on an as is, where is, basis to the Government of Cuba, or to citizens of 
the Government of Cuba, not more than four Liberty-type (EHC2—S—C-1) vessels, 
as may be selected by representatives of the Government of Cuba, or citizens 
of Cuba, from the maritime reserve fleet, under the jurisdiction of the Secretary 
of Commerce. Such selection shall be subject to the prior approval of the 
Maritime Administrator. 

Sec. 2. Sales authorized by this Act shall not be made unless the purchaser, 
or purchasers shall agree to the following conditions : 

(1) Repair work necessary to place any vessels purchased hereunder in class 
according to the standards of the American Bureau of Shipping shall be done 
in a domestic United States shipyard ; 

(2) Any vessels purchased hereunder shall be available to the United States 
in times of military or economic emergency and may be requisitioned by the 
United States for this purpose, and such vessels shall be subject to the provisions 
of section 902 of the Merchant Marine Act, 1936, as amended, to the same extent 
as if they were owned by citizens of the United States ; and 

(3) Any vessels purchased hereunder will not be transferred or sold by the 
original purchaser or purchasers without the prior approval of the Maritime 
Administrator. 

Sec. 3. Sales authorized in this Act shall not be made unless— 

(1) after consultation with the Secretary of State, it is determined that 
such sales will contribute to the economic development of Cuba and will 
serve the interests of the foreign policy of the United States; and 

(2) after consultation with the Secretary of Defense, it is determined 
that such sales would not adversely affect the defense of the United States. 

Sec. 4. (a) Sales authorized in this Act shall be made at such prices as are 
determined by the Maritime Administrator to represent the reasonable fair 
market value of the ships sold, considering their present age and condition and 
the limited field of operation allowed under the terms of the sale, except that 
any such price shall not exceed the price that would be established for the same 
ship under provisions of the Merchant Ship Sales Act of 1946. 

(b) At the time of any sale made hereunder purchaser shall pay at least 25 
per centum of the price determined under this section. In the event the full 
purchase price is not paid at the time of the sale, the unpaid balance shall be 
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secured by a first preferred mortgage on the vessel sold, with interest on such 
balance at the rate of 344 per centum per annum. 


(c) Any such mortgage shall contain provisions according to such mortgage 
priority over other liens and encumbrances accorded any such mortgages on 
merchant vessels, under the laws of the country to which the registry of the 
vessels is to be transferred. 

Senator Bree. Our first. witness this morning is—Senator Cotton ? 

Senator Corron. Mr. Chairman, I merely wanted at this time to 
state that since I introduced Senate Joint Resolution 84, and these 
other bills have been introduced, various other countries, either 
directly or through the State Department, have been coming to us, and 
I imagine they have come to you as they have to me, seeking to have 
similar bills introduced. 

Austria has a bill they want introduced. I think, perhaps, in the 
interest of giving all parties a fair hearing that I may introduce that 
bill before these hearings terminate. Not because I have special knowl- 
edge about it, but simply because of the fact that while we are hearing 
them, everybody should be treated alike. 

Senator Bree. I think that point is well taken, Senator Cotton, 
and I might also add that the people interested in having similar legis- 
lation for Austria have likewise contacted me, and I think it is no 
more than fair that a bill be introduced and that it be made a sub- 
ject of this overall general hearing. 

It may be that the last statement that I made about the termination 
of hearings as quickly as I indicated is wrong, if there are to be a 
number of other bills. I think they should all be heard and everybody 
should have ample opportunity to have a say on both sides of the 
question. 

I am very happy and grateful to you for your suggestion. 

Our first witness this morning will be Chairman Morse of the 
Federal Maritime Board. 

Mr. Morse, we are very happy to have you with us. 


STATEMENT OF CLARENCE G. MORSE, MARITIME ADMINISTRATOR 
AND CHAIRMAN OF THE FEDERAL MARITIME BOARD 


Mr. Morse. Good morning, gentlemen. 

Senator Brstz. Mr. Morse, we are happy to have you with us. You 

may proceed to identify yourself. You have furnished the committee 
a proposed statement as well as a proposed draft of a bill. Weare glad 
to have your statement, at this time. 

Mr. Morsr. I am Clarence G. Morse, Chairman of the Federal 
Maritime Board and Maritime Administrator. As indicated, Senator, 
we have a prepared statement, also a draft of a bill, and with your 
indulgence I will read the statement. 

Gentlemen, the bills and joint resolutions before you at this hear- 
ing—and I will not identify them—will authorize the sale of not more 
than 12 Liberty-type vessels for use in the coastwise trade of India, 
not more than 4 C1-MAV-1 vessels for use in coastwise trade of 
Mexico and international trade with 2 United States ports, not more 
than 6 Liberty-type vessels for use only in carriage of ore and Ameri- 
can coal to west European ports, not more than 10 war-built vessels 
for use in intercoastal trade of Italy, and not more than 24 coal-burning 
Liberty-type vessels for use only in the carriage of American coal to 
west European ports. 
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These measures thus would authorize the sale foreign of 42 Liberties, 
4 C1-MAV-1’s, and 10 war-built merchant vessels of “unspecified types. 

(The Maritime Administration comment on remaining bills was fur- 
nished at a later hearing.) 

Mr. Morse. We are informed that representatives of various other 
countries or citizens thereof have conferred with the State Depart- 
ment as to the possibilities of buying vessels from the national defense 
reserve, some vessels to be used in coastal trade and others in inter- 
national trading. 

I might interpolate to say here that this statement is authorized to 
be made by the Bureau of the Budget, but as of the time I left my 
office it had not yet been approved by the Secretary of Commerce, be- 
cause the routine just hadn’t been cleared by him. I do not anticipate 
any difficulty at that level. 

The Department does not recommend enactment of any of the above- 
named bills and joint resolutions, but recommends that consideration 
be given by your committee to enactment of general legislation in 
order that the applications from the various countries may be con- 
sidered without discrimination. 

The Department does not believe that the authority to sell war- 
built vessels which expired January 15, 1951, with respect to sales to 
American citizens, and on March 1, 1948, with respect to sales to 
noncitizens, should be reopened for the disposal of such vessels. ‘The 
Department has opposed such legislation unless some peculiar or spe- 
cial reason has existed for such sale, and the sale would not be prejudi- 
cial in any respect to citizens of the United States who have purchased 
vessels under that act prior to termination of the authority to sell. In 
view of the passage of more than 10 years since the enactment of the 
Merchant Ship Sales Act, and the great increase in costs of replace- 
ment and new tonnage, with concurrent increase in value of old ships, 
it should not be used for what amounts to special sales foreign legisla- 
tion. It is undesirable for the United States to dispose of ships in such 
a way that they would create additional competition for United States 
citizen owners of war-built vessels, as well as for our merchant marine 
in general by selling vessels to competitors in foreign shipping. 

In those cases in which Congress has enacted special legislation to 
sell war-built reserve fleet vessels to noncitizens, the sales have been 
made subject to limitations on the use of the vessels to prevent their 
use to the prejudice of our American merchant marine. 

There are 3 such sales, 1 to Brazil for purely domestic coastwise 
trade, 1 to Korea 

Senator Bree. How many ships were involved in Brazil ? 

Mr. Morse. AsI recall, 12. 

Senator Bratz. What type ships? 

Mr. Morse. CI-MAYV-1. Six or seven vessels were sold to 
Korea 

Senator Brste. What was the year of the Brazil sale / 

Mr. Morse. 1955 or 1956. 

Senator Brste. That required a special act of Congress? 

Mr. Morse. A special act of Congress. In each instance it has 
been a special act of Congress. 

To Korea there were sold either six or seven of the same C1-MAV-1 
type vessels for use only in the near sea area. I think that included 
Japan and some of the China coast, only. 
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Senator Biste. That was when ? 

Mr. Morse. That also was about 1955 or 1956. 

In 1956 there was the approval for sale of vessels to the Philippines, 
and there again it was 6 or 8 vessels, CI-MAV-1 type. 

The legislation provided that the use of those vessels should be ex- 
clusively “interisland trade, but with a proviso which permitted the 
Secretary of Commerce, should he so see fit, to enlarge the trading 
restrictions. 

The Secretary did enlarge the trading restrictions to permit those 
Philippine flag vessels to trade from Singapore on the south to Japan 
on the north. 

Senator Bratz. Thank you. 

Senator Corron. May I ask one question ? 

Senator Bratz. Senator Cotton 

Senator Corron. The C1-MAV-1 type of ship, those are smaller 
than the Liberty ships ? 

Mr. Morse. Yes, sir. They are about 5,500 to 6,000 dead-weight tons. 
The Liberty is about 10,000 dead weight. 

Senator Corron. These ships that you have now referred to are the 
right size for coast trade ¢ 

Mr. Morse. Yes. That is the only desirable trade. They are too 
small for overseas trade. 

Senator Corron. Are the Liberty ships too big for coastwise trade? 

Mr. Morse. No. Quite a number of Liberty are used in our domes- 
tic eoastwise and intercoastal trade. 

Senator Corron. They too are of the size and are practical for coast 
trade? 

Mr. Morse. Yes, sir, they are. 

Senator Corron. In the course of their coast trade, are they run with 
full cargoes or part cargoes ? 

Mr. Morse. It depends entirely upon the availability of cargoes, 
but they could operate to capacity, ‘of course. 

Senator Corron. Any ship, no matter how large, if it could get into 
a harbor, could be coast trade, is that what you mean? I am trying 
to find out what is the best use of the ship the size of the Liberty ship 
for coast trade. 

Mr. Morse. In the long trades like the coast of India, that would 
be a long trade, and I would say that the Liberty ship would be more 
desirable than the C1-MAV-1 in that area, and the same thing for 
the coast of Italy. That would be a long trade. 

Senator Bratz. Mr. Morse, now these 24 ships that you have just 
described on the 3 sales, they are the only sales that have been made 
since the expiration of the Ship Sales Act, 1s that right ? 

Mr. Morse. To foreigners, that is correct. 

Senator Bratz. Thank you. 

Mr. Morse. The Department realizes that there may be sound 
reasons of national defense and commerce and foreign policy which 
support favorable consideration of legislation to sell to friendly 
foreign countries some war-built vessels not nec essary to hold in re- 
serve or under United States flag for national security. Such sales 
should be made only under proper limitations to protect our merchant 
marine and our defense interests. No sales should be made to coun- 
tries with laws and regulations on shipping prejudicial or diserimina- 
tory to United States shipping. These limitations should be generally 
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applicable in all cases to avoid undue preference as between purchasers 
and prejudice to the interests of our national defense and commerce. 

Specifically, sales should not be approved— 

(a) If contrary to our statutes and regulations otherwise applicable 
to sales and flag transfers foreign : 

(6) If retention of the ship is necessary for defense purposes; 

(c) If retention under United States flag is necessary for mainte- 
nance of the American merchant marine. 

Sales should not be approved unless— 

(a) The use of the vessel in the merchant marine of the applicant 
country will contribute to the economy of the applicant country; 

(6) The applicant will comply with conditions imposed as to the 
use of the vessel after the transfer thereof. In general, the use of 
the vessel should be limited to domestic coastwise operation in the 
country of the purchaser. 

With respect to pricing of the vessels, we believe that prices should 
be determined by the Secretary of Commerce, generally to be paid in 
full at the time of completion of transfer. The Secretary, in fixing 
the prices, should consider the world market values. The price should 
be based on such value reduced only in consideration of limitations 
on the use after transfer. In no case should the price be less than the 
sales price as of January 15, 1951, under the Merchant Ship Sales Act 
of 1946. The sales would be on an as is, where is, basis, with delivery 
in the United States. 

Vessels transferred should comply with restrictions limiting their 
use to the domestic trade of the purchasing country, and during war 
or national emergency should be made available to the United States 
upon request, with compensation to be made as if the vessel were re- 
quisitioned from a citizen of the United States. 

We have submitted a draft bill embodying our proposals and the 
Department recommends favorable consideration thereof. 

The Bureau of the Budget has advised that it has no objection to 
the submission of this statement to your committee. 

Senator Bratz. Thank you, Mr. Morse. 

You have also accompanied your prepared statement with a proposed 
draft of the bill. I am wondering if it might not be well for you to 
go through the whole bill. You have attempted to outline parts of it 
in your initial statement, but since it is the official departmental posi- 
tion that there should be a general bill I think it might be helpful to 
the committee if that could be outlined, now, so that we will have an 
idea of exactly what it is the Department has in mind. 

Mr. Morse. I think it unnecessary to read it word for word, but I 
can indicate the substance. 

Senator Corron. That is section by section. Give us the general 
meaning of each section. 

Mr. Morse. I will endeavor to do that. 

(The bill referred to is as follows :) 


[Draft, June 6, 1957] 


A BILL To authorize the Secretary of Commerce to transfer war-built merchant vessels to 
friendly foreign nations, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the government of a friendly foreign 
nation may make application to the Secretary of Commerce to acquire, for its 
account or for the account of a citizen of such nation, a war-built vessel or 
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vessels owned by the United States. The Secretary of Commerce may enter 
into arrangements, subject to all the provisions of this Act, for transfer on an 
as is, where is, basis, of any such vessel or vessels to the applicant if the Secre- 
tary is of the opinion that— 

(1) after consultations with and concurrences of the Secretary of State 
and the Secretary of Defense, the transfer of such vessel would promote the 
national interest and would not be inconsistent with the provisions relating 
to sales or transfers foreign under sections 9 and 37 of the Shipping Act, 
1916, as amended (U. S. C., title 46, secs. 808 and 835) ; 

(2) after consultation with and concurrence of the Secretary of Defense, 
the transfer of such vessel would not be incompatible with the defense re- 
quirements of the United States ; 

(3) retention of such vessel under the United States flag is not necessary 
to the promotion and maintenance of the American merchant marine as set 
forth in section 101 of the Merchant Marine Act, 1936, as amended (U.S. C., 
title 46, 1101) ; 

(4) after consultation with and recommendation from the Secretary of 
State, the use of such vessel in the merchant marine of the applicant nation 
would strengthen the economy thereof ; 

(5) the applicant nation will comply with the requirements, conditions, 
assurances, and warranties as to the payment for, the use of, and the dis- 
position of such vessel after transfer, which the Secretary may require under 
this Act or any provision thereof. 

Sec. 2. (a) The amount of payment for any vessel transferred under this Act 
Shall be determined by the Secretary of Commerce for each case, and shall be 
paid in full at the time of completing the transfer except that the Secretary may 
in special circumstances permit deferred payment on such terms as he may 
require, but the applicant shall pay not less than 25 per centum of the payment 
for the vessel at the time of making the agreement of transfer, completion of 
the payment for the vessel shall not be deferred for more than ten years after 
the making of the transfer, and the rate of interest on unpaid balances shall be 
fixed after consultation with the National Advisory Council on International 
Monetary and Fiscal Problems. In determining the payment to be required for 
any vessel transferred under this Act, the Secretary shall take into consideration 
(1) the world market value of the vessel at the time of the application for trans- 
fer thereof, which may be adjusted to reflect a reasonable reduction on account 
of limitations and conditions on the use of the vessel after transfer required pur- 
suant to this Act; and (2) the condition of the vessel being transferred, but in 
no case shall the payment required be less than the sales price of such vessel com- 
puted under section 3 of the Merchant Ship Sales Act of 1946, as of January 15, 
1951. The obligation of the applicant with respect to the payment of the unpaid 
balance and interest thereon shall be secured by a preferred mortgage which shall 
contain, among others, provisions according to such mortgage the priorities under 
other liens and encumbrances accorded such mortgages on merchant vessels under 
the laws of the nation to which the registry of the vessels is transferred. 

(b) The vessels transferred under any agreement made under this Act shall 
be selected, subject to all the provisions of this Act, by the Secretary of Com- 
merce and shall be delivered to the applicant in an as is, where is, condition at 
the place of custody of such vessel or at such other place in territorial waters 
of the United States as the Secretary may fix. Any such ship transferred shall 
be retained under the flag of the nation to which transferred for not less than 
ten years from the making of the agreement of transfer or until fully paid for, 
whichever is the longer period, unless retransfer thereof with restriction to 
domestic coastwise use only is approved by the Secretary as compatible with the 
interests of the United States. 

(c) In determining the order of preference between applicants to purchase, the 
Secretary shall make such determinations after consultation with and concur- 
rence of the Secretary of Defense as to the number and type of vessels to be 
transferred, and after consultation with and concurrence of the Secretary of 
State as to the preference between and allocations among applicant nations. 

Sec. 3. (a) The government of the nation making the application, on condi- 
tion of receiving transfer of any vessel hereunder, shall give assurances accept- 
able to the Secretary of Commerce that each vessel transferred to that nation, 
except as herein provided, shall be used only in the domestic coastwise trade of 
that nation. The Secretary of Commerce may permit waivers of the require- 
ments of this subsection for the period during which the vessel is in transit to 
the applicant nation after delivery. 
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(b) The government of the nation making the application, on condition of 
receiving transfer of any vessel hereunder, shall give assurances acceptable to 
the Secretary of Commerce that during any national emergency declared by 
the President of the United States or in any war in which the United States 
is participating, such government, if requested by the Government of the United 
States, will place such vessel at the disposal of the United States, with com- 
pensation to be made as if the vessel were requisitioned from a citizen of the 
United States. 

Sec. 4. No application under this Act filed after one year from the date of its 
enactment shall be given consideration, and no agreement of transfer shall be 
made after two years from the date of enactment of this Act. All actions 
determinations, and decisions under this Act shall be final and conclusive on 
all questions of law and fact, and not subject to review by any court by mandamus 
or otherwise. 


Sec. 5. For the purposes of this Act, the term “war-built vessel” means an 
ocean-going vessel of one thousand five hundred gross tons or more owned by the 
United States and suitable for commercial use, and which was constructed or 
contracted for, by or for the account of the United States during the period be- 
ginning January 1, 1941, and ending with September 2, 1945. 

Mr. Morsr. Sales may be made to applicant governments for the 
account of the government or for a citizen of war-built vessels owned 
by the United States, to be on an as is, where is, basis, provided the 
Secretary is of the opinion (1) that after consultation with the Secre- 
tary of State and the Secretary of Defense the transfer of such vessel 
would promote the national interest and would not be inconsistent with 
provisions relating to sales or transfers foreign. I think that is self- 
explanatory. 

Secondly, after consultation with and concurrence with the Secre- 
tary of Defense, the transfer of such vessel would not be incompatible 
with the defense requirements. I think that is self-explanatory, also. 

Senator Brste. Were these type provisions built into the original 
Ship Sales Act of 1946? 

Mr. Morse. No, they were not; because there we were disposing of 
surplus war assets. 

Senator Biste. These two restrictions were not in the Ship Sales Act 
of 1946? 

Mr. Morse. It is my recollection they were not. 

Senator Brete. Thank you. 

Mr. Morse. Thirdly, retention of such vessel under the United 
States flag is not necessary to the promotion and maintenance of the 
American merchant marine. 

We have nearly 1,400 Liberty-type vessels in the merchant marine— 
in the reserve fleet—and we have approximately 60 of the CI-MAV-1 
type vessels in the reserve fleet. 

Senator Corron. May I ask one question there, Mr. Chairman. 

Senator Brae. Certainly. 

Senator Corron. Ina general way, what is the cost involved in main- 
taining these Liberty ships in the reserve fleet ? 

Mr. Morse. It is about $3,500 per year, per vessel. . 

Senator Corron. That cost—how is it used? I mean what requires 
that expenditure ? 

Mr. Morse. We do preservation and maintenance work aboard the 
vessels. They are in good condition, today. They are not in operating 
condition, most of them, because they have not been activated since 
the Korean war, but they can be readily reactivated in the event 
of a national emergency. 

Senator Corron. There are how many of those ? 

Mr. Morse. There are 1,400 Liberty type. 
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Senator Corron. There are 1,400 Liberty ships not in use kept in 
reserve and it costs around $3,500 a year to keep them in usable 
condition. 

Mr. Morse. Yes, sir. 

Senator Corron. One more question, Mr. Chairman, if I may be 
permitted. 

Senator Brate. Yes, sir. 

Senator Corron. In general, what is the anticipated life of those 
vessels ? 

Mr. Morse. There is no reason why any vessel shouldn’t have a 
usable life of 20 years. 

Senator Corron. Well, now, does that mean regardless of whether 
it is in use or whether it is in mothballs and it is only being preserved 
for use ? 

Mr. Morse. It is substantially the same. The only difference be- 
tween an operating vessel and a nonoperating vessel would be the 
wear and tear on the machinery. We preserve the mac hinery in these 
laid-up vessels so that it would be in better condition than an operat- 
ing vessel in some instances. 

‘Senator Corron. Now just one more question that is important to 
us as individuals, even more than shippers, to each one of us. 

How many of those years are rem: Lining? 

Mr. Morse. Most of those vessels were built between 1942 and 1946 
so that they will be 20 years of age in 1962 to 1966. 

Senator Corron. Thank you, Mr. Chairman. 

Senator Brste. Is the determination under No. 3—that is a deter- 
mination, I would assume, that is primarily vested with you; is that 
correct, and with your permission under the Department ? 

Mr. Morse. Yes, sir. And the Secretary of Commerce, of course, has 
the final say. 

Senator Breve. I recognize that, but the basic determination would 
be made by the Federal Maritime Administration ? 

Mr. Morse. Also this is for promotion and maintenance of the 
merchant marine, itself. That would be primarily the Maritime Ad- 
ministration. 

On national defense, that, of course, is primarily the determination 
of Navy as to the requirements for mobilization purposes. 

Senator Corron. Pardon me. 

This expense of maintaining these ships in the reserve fleet comes out 
of what actual appropriations / 

Mr. Morse. The appropriation to the Maritime Administration. 

Senator Corron. And so, out of your Administration, would it be 
possible to give the committee the approximate amount you are paying 
each year for that purpose ? 

Mr. Morse. $714 million a yea 

Senator Corron. For all ‘hia ships that are being maintained 1 
reserve / 

Mr. Morse. Yes, sir. 

Senator Corron. Now are there ships being maintained in reserve 
for the Defense Department, in contradiction to those being main- 
tained in reserve for the merchant marine? 

Mr. Morse. Yes; they have vessels belonging to the Navy that are 
maintained at a greater expense than our maintenance because they 
have a different preservation and different maintenance standards than 
we have. 
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Senator Corron. Does that include any Liberty ships, so called ? 

Mr. Morse. No, those would be Navy auxiliaries. 

Senator Lauscne. Mr. Chairman, may I ask a question ? 

Senator Brste. Certainly. 

Senator Lauscue. The cost of taking care of these Liberty ships is 
$4,900,000 a year; am I correct in that ? 

Mr. Morse. That is approximately right. 

Senator Lauscne. What is the aggregate value of those 1,400 Lib- 
erty ships? What is the average value of each ship? 

Mr. Morse. The domestic value of Liberty ships, today, is in the 
area of $700,000 per vessel. The world market value of a Liberty 
ship is between $1 million and $1,100,000 each. 

Senator Lauscue. That is the present-day value, you calculate? 

Mr. Morss. That is today’s market value. Three or four months 
ago the market was much higher. At that time the world market 
value of a Liberty ship went as high as $1,750,000, and the market 
value of a domestic American-flag Liberty was as high as $800,000 or 
$850,000. 

Senator Lauscne. And your recommendation is that these 1,400 
ships be retained, knowing that they have a value of between $700,000 
and $1,100,000 as of today, and entail a cost of about $3,500 a year for 
maintenance, unless you find conditions to exist, as contained in your 
bill, warranting a disposition of them ? 

Mr. Morse. Yes, sir. 

The reason is severalfold. First, we think the Government should 
protect those people who bought ships from us at the Ship Sales Act 
prices, and under legislation which said—I don’t recall the exact 
words, but the intent was that the Government would continue to pro- 
tect those purchasers by not dumping additional ships on the market. 

Senator Lauscue. Now this bill which you recommend for adoption, 
would that become the substitute for all of the measures pending 
before us now ? 

Mr. Morse. It would be a substitute for all of them. 

Senator Lauscne. That is, for Senate Joint Resolution 66, 84, 90, 
Senate bill 1644, 2038, and 2241? 

Mr. Morse. Yes. : 

Senator Lauscue. I was not here when the meeting opened. 

Do these bills which I just enumerated contemplate dealing specially 
with special situations instead of an overall program ? 

Mr. Morse. Yes, sir. 

Senator Lauscue. And you believe an overall program with definite 
prices is the better course, rather than trying to deal, what I might 
call ad hoc, with different transactions in separate bills? 

Mr. Morse. I think so, because that way you treat all alike and if 
they have special reason for special treatment there is some small 
amount of flexibility contained in the bill that we propose. 

Senator Lauscur. Thank you very much. 

Senator Brste. Mr. Morse, do you have a table indicating the exact 
number of these Liberty ships and the various types that are embraced 
within this figure of 1,400? 

Mr. Morse. Yes; I have. 

Senator Brste. I wonder if that might not be submitted for the rec- 
ord so that we have the down to the minute count of the exact num- 
ber of Liberty ships—I think you said 1,377? 
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Mr. Morssg. Yes. 

Senator Bratz. The C-1-MAYV-1, is that classed as a Liberty ship? 

Mr. Morse. No; that is separately classed. 

Senator Bret. ‘That is over and above the 1,377 ? 

Mr. Morse. Yes. We have over 2,000 ships in the laid-up fleet of all 
categories. 

Senator Bistz. You have over 2,000 of all categories? 

Mr. Morse. Yes, sir. 

Senator Bree. Would you furnish for the record a breakdown of 
the present inventory ? 

Mr. Morse. I will be happy to do that. 

(The information requested is as follows:) 


MARITIME ADMINISTRATION, DIVISION OF SHIP CusTODY, RESERVE FLEET OPERATIONS 
BRANCH 


Military auzviliaries in reserve fleets, Mar. 31, 1957—Quarterly report 
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Vessels in USMA reserve fleet by design, Apr. 30, 1957 





























Atlantic coast | Gulf coast Pacific coast 
Design Total ] | 
Hud- | James-| Wil- | Beau- | Suisun | Olym- 
son town | ming- | Mobile| fort Bay |Astoria) pia 
ton | 
Overage: | | 
ON paren be 1 0 0 0 | 0 | 0 | 1 | 0 0 
Passenger_._-_--.----- “3 il 1 8 0 | 0 | 0 | 0 | 0 | 2 
TIN iso scm a ecwernc 3 0 a 0 | 2 0 | 0 | 0 0 
| 
Total overage_-------- 15 1| 9 0 | 2 | 0 | 1 | 0 | 2 
War-built and other ships: | | | 
C1-A (turbine). ------- 12 2 3 0 1 1 | 4 0 | l 
C1-B (diesel) .__---- =n 5 3 2 0! 0 0 | 0 0 0 
C1-B (turbine) _~._----- 33 8 6 1 | 2 1 | 9 | 2 | 4 
C1-M-AV1........---- 48 10 0 5 7 6 | 2 l 17 
C1-M-AV1 (R)----.---- 3 0 0 0 0 0 | 3 | 0 | 0 
PEE Do gncan sens 9 0 | 9 | 0} 0 0 0 0 | 0 
C2-S-B1 (R).....---- 1 0 | 0 0} 0 0 1 | 0 0 
oo a 2 0 1 | 0 | 0 0 1 0 0 
C2-Cargo (R)-- é 2 0 | 0 0 | 0 | 0 2 | 0 | 0 
C2-8SU (R)...-.-.-.-- 2 0 | 0 | 0 | 0 | 0 2 | 0 0 
C4-8-Al._.........- é 8 0 | 3 | 0 | 0 | 0 3 0 | 2 
C4-S-A3..__..---- ‘ 11 1 | 8 | 0 0 | 0 l 0 | 1 
C4-S-la (Mariners). : 1 0 1 0 | 0 | 0 0 0 0 
C4-S-B2._.__.-...- 6 0 | 1 | 0 0 | 0 5 0 0 
ECRe 22a (conversion) | 10 3 | 1 | 2 | 3 | 1 0 0 | 0 
EC2-8S-Cl_______. "| 1,365 93} 21| 263) 232 141 189 174 | 72 
British Liberty - ----.--- 35 6 0 | 6 12 11 | 0 0 0 
N3-M-Al1 .--.---.-- sae 9 0 | 2 | 0 0 0 6 0 1 
SNS 5 ccc ce Gece 11 0 0 4 0 0 3 2 2 
AMR 2 oe im 2 | a 0 0 0 0 0 0 | 1 
R1-M-AV8 ....-.- 5 | 0 | 0 0 0 0 5 0 0 
84-SE2-BD1 __- sol 15 0 1 3 0 0 7 0 4 
S84-SE2-BE1 --- Et 25 2 | 2 | s 3 2 3 | 1 4 
MT ise chccnccann| 2 | 0 | 0 | 0 | 0 0 2 0 | 0 
POMRee on | 7 | 0 | 0 | 0 0 0 7 | 0 | 0 
V4-M-Al__ ___-. -| 44 0 8 l 7 4 16 8 0 
VC2-S-A P2_ .- St 95 | 6 14 0 ll W 27 y 19 
VC2-S-AP3._..._......-| 21 | 6 | 9 0 0 1 1 i 3 
VC2-S-A P4_ _...- ancl 1 | 0 | 0 | 0 0 0 1 0 0 
VC2-S-A P5__._-- 60 1 50 1 0 0 8 0 0 
Z-EC2-S-C2_.___ 8 1 5 0 2 | 0 0 0 0 
Z-EC2-S-C5. 22 1 6 2 5 4 l 0 5 
Z-ET1-S-C3_..- 2 0 1 0 0 0 0 1 0 
Miscellaneous, war built: - - 6 | 0 4 0 0 0 1 0 1 
Cargo aa 1 | 0 1 0 0 0 0 0 0 
Cargo (R)-- 1 | 0 1 0 0 0) 0 0 0 
LST bwsmeyen 2) 0 0 0 | 0 0 1 0 1 
Tanker__--_- 2 0 2 0 0 0 0 0 0 
Total war-built and 
other ships 1, 888 144 338 206 285 181 310 199 135 
Total by fleets | 1,903 145 347 296 287 181 311 199 137 
Grain ships out . 6 1 2 0 0 0 0 1 2 
Fleet totals with ships | 
temporarily with- | 
RE ee 1, 909 146 349 296 287 181 311 200 139 


1 Custody for Navy, total 1. 


Senator ScHorrre.. How are these ships picked out when a sale 
is made? Do you pick them out, or is any permission granted to go 
through the entire fleet and pick out what they want? 

Mr. Morse. The selection would be subject to the supervision of 
the Department. 

Senator Scnorrpet. When you say “supervision,” what type of 
supervision do you exercise ? 

Mr. Morse. In the past we have only had three sales of ships to 
foreign countries. We have permitted the applicants to inspect the 
records and also go aboard and examine the ships, and subject to our 
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concurrence have permitted them to identify the specific ships that 
they wanted to buy. Presumably we would follow substantially the 
same procedure if bills of this character are adopted. 

Senator Corron. Is that the procedure you have followed when you 
have disposed of those ships to citizens of this country ¢ 

Mr. Morse. Yes, sir. 

Senator Corron. The same procedure. 

Mr. Morsr. The individuals would make selection of a specific ship, 
knowing the yard it was built in, knowing generally what its condi- 
tion was. They would make an inspection so they would have pref- 
erence of specific ships. : 

Senator Porrer. Mr. Chairman, may I ask a question ? 

Senator Brste. Senator Potter 

Senator Porrer. I am sorry I wasn’t here to hear your opening 
statement, but in glancing through it I don’t think you commented on 
Senate Joint Resolution 93, which authorized the sale of 12 C4 
type vessels for Great Lakes operation. 

Mr. Morse. No; I have not commented on that, Senator, for two 
reasons. Firstly, it was my understanding that that matter would 
not be brought up this morning. Secondly, we have not taken a posi- 
tion on that. 

Senator Porrer. I am wondering, Mr. Chairman, if witnesses—I 
know some witnesses who would like to testify on behalf of Senate 
Joint Resolution 93. 

Senator Binie. It was my intention to cover that, Senator Potter. 
In my preliminary statement I announced that was within the pur- 
view of this hearing. 

Senator Porrer. Do I understand that the Maritime Board hasn’t 
taken a position on that legislation as yet ? 

Mr. Morse. Not yet, but we would like to supply a statement for 
the record, Senator. 

Senator Porrer. I would appreciate it if you would. 

(The statement was presented on July 2, 1957, and appears in the 
record of that day’s hearings. ) 

Senator Scuorrret. I would like to ask a question at this point. 

Senator Bratz. Senator Schoeppel 

Senator Scuorrret. Do you have any additional requests that have 
not yet been presented in the form that would make it necessary to 
come under this legislation, of any governmental agency outside the 
continental United States ? 

Mr. Morse. Yes. For example, I received a copy this morning of 
a dispatch to the State Department, indicating that Iran wanted to 
buy some Liberty-type vessels. 

Now, I am sure that there are additional countries other than those 
who are specifically covered by pending bills. 

Senator Scuorrren. Are there South American countries interested, 
also ? 

Mr. Morse. Yes, but whether they are covered by pending bills I 
am notsure. I think not. 

Senator Potter. Do we have enough ships to go round to al! of our 
friends? 

Mr. Morsr. We could break the market overnight by selling ships. 

Mind you on this matter of price, I am very much disturbed about 
this business of selling these ships at less than the market value, for 
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two reasons. Firstly, I think the Government should get every nickel 
out of these ships that we can get, if ships are to be sold. 

Secondly, I think the Government should protect the interests of 
those who have bought ships from the Government when the Ship 
Sales Act was open. 

Thirdly, these governments could have bought identical ships of 
this character 2 years ago—3 years ago—at prices as low as $250,000 
in the open market, and I see no reason why we should let them buy 
ships now at a depreciated price merely because they think they can 
get something at less than they would have to pay in the open market 

or the identical ship. There are ships of this type available if they 
want to pay the price for them. 

Senator Porrer. Isn’t it true that these ships will be or can be in 
competition with ships that American citizens have purchased at a 
higher price ? 

r. Morsz. That is very definitely true. 

Now, the only reason we have taken the position that we will go 
along with legislation which would restrict the use of the vessel to 
the purely coastwise trade of the applicant country is that it would 
help the overall picture. They would serve as, in effect, a feeder 
service. 

Senator Porrer. Isn’t it also true, Mr. Morse, that in the sale of 
ships domestically, in domestic markets to American citizens, we have 
a recapture clause. As we need that ship in the case of national emer- 
gency, the Government can recapture the ship for national-defense 
purposes. 

r. Morsz. Requisition them under section 902. In our proposed 
legislation, we spell out that the vessel if sold should be made avail- 
alle to the Government at the same terms—our proposal is that the 
vessel would be made available to the United States Government on 
the same terms and conditions, as had it been retained under United 
States flag. 

Senator Porrer. The only thing is, it might just be in the port of 
Singapore, and we might not be able to get the ship back in case of 
national emergency. 

Mr. Morsz. That is a problem which, of course, applies to even our 
own vessels. 

Senator Porrer. It doesn’t apply so much to the Great Lakes, 
though. 

Mr. Morse. No. 

Senator Porrer. How many C-4 type vessels do you have in your 
laid-up fleet ? 

Mr. Morse. If I count rightly, 26. 

Senator Porrer. Isn’t it true there is a certain amount of deteriora- 
tion that takes place in the vessel, even under our best mothballing 
provisions ? 

Mr. Morse. There is some deterioration, certainly. 

Senator Porrer. And a vessel could be much more easily converted 
for wartime use if that ship was in operation ? 

Mr. Morse. Yes, we have felt that operating vessels are more read- 
ily and more speedily available to the Government than a laid-up 
vessel. 

Senator Porrer. So the sale of 12 C-4 type vessels for use in the 
Great Lakes trade would leave them readily available in case of a 
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national emergency and the deterioration wouldn’t be nearly as much 
as if they were in the laid-up fleet ? 

Mr. Morsg. I think that isa fair statement, Senator. 

Senator Bratz. Senator Cotton—— 

Senator Corron. Mr. Chairman, I intended to reserve this until 
later, but we are right on this subject : 

Forgetting for the moment your feeling about price—that is, this 
Senate Joint Resolution 84 which was introduced by four of us Sena- 
tors from New England, as you undoubtedly know or at least suspect, 
was introduced largely because of the interests of certain coal people 
who desire to sell coal, and the bill provides that these ships if sold 
can only be used to transport coal to West Germany and must return 
in ballast. Now if the matter of price was satisfied—that is, if they 
paid the full price for it—would they or would they not in any way 
prejudice the rights to be in competition with people who have hereto- 
fore bought ships of you, whom you wished to protect ? 

Mr. Morsz. We have in the neighborhood of 350 privately owned 
ships carrying coal at the present time to Europe. 

The charter rate on coal, today, is, I believe, 47 shillings, which is 
about $6.58. The break-even point for an American-flag operator is 
about $9.50 a ton. Now, the more ships that you get in the coal carry- 
ing trade, the more difficult it will be for the American to have a 
break-even rate level. 

Furthermore, there is a substantial number of new foreign-built 
ships that have entered the coal trade in the last year. I believe in 
the neighborhood of 100 new ships. So that there is no shortage of 
numbers of ships available for carrying coal to Europe. 

Senator Corron. Then in your opinion the West German concerns 
have other reasons for desiring to get hold of these ships than the need 
of transporting coal. You are telling the committee there are plenty 
of facilities to transport all the coal they want over there and all that 
we want tosell; is that right ? 

Mr. Morse. Yes, sir. There was a bulge in the freight market—in 
other words more of a demand than there was a supply, that arose 

rimarily from the Suez situation, but other than that there has never 
en any real problem in getting all the ships you need for the trans- 
portation of coal. 

Senator Corron. Then why would they desire to get these ships 
when they can only use them to transport the coal? 

Mr. Morse. Because they can save themselves some money in the 
purchase price. 

Senator Corron. The meaning of your statement at the bottom of 
page 4: 

In no case should the price be less than the sales price at January 18, 1951, 
under the Merchant Ships Sales Act of 1946. 

What would that price be ? 

Mr. Morse. A floor price of about $456,000, as I recall. 

Senator Corron. Now if they were willing to pay that price or the 
price that you consider to be the full market value of the ships, what 
would be your feeling about this matter of letting them have the ships, 
limited to the transportation of American coal to Germany and West 
Germany and return in ballast ? 
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Mr. Morssr. If they were to pay the full market price of the ships 
they wouldn’t, be interested in coming in here for legislation, because 
they can get those ships at the same or better price in the world market. 

enator Corron. So it is fairly safe to assume if the bill you sug- 
gested passed there would be no ships sold ? 

Senator Bratz. Do you mean the general bill? 

Senator Corron. The general bill. 

I am not suggesting but what that isn’t a perfectly proper thing and 
my interest in this matter is simply what I have explained. I might 
well vote against my own bill, but t rather gather from your attitude 
that there would-be little chance of selling many of these ships if it is 
left to the Maritime Commission; is that right or wrong? 

Mr. Morsz. Insofar as selling ships for the transportation of coal, 
I would be 100 percent opposed to that, because they are in competition 
with American-flag operators. 

As far as the vessels that would be sold for purely coastwise trading, 
the price that we are proposing here would be less than the world 
market price. It would take into consideration the restriction on the 
trading limits of the vessels, it would also take into consideration the 
existing condition of the vessel so that it would be less than the world 
market price. 

Senator Corron. You are referring to foreign coastwise tracing ? 

Mr. Morse. Yes, sir. 

Senator Corron. And that would be in no way in competition with 
the American merchant marine? 

Mr. Morsg. In some areas it would, but to a limited degree. In 
India, for example, the American-flag vessels carry Indian cargoes 
from the east coast of India to the west coast of India, but that it is a 
rather limited amount of American-flag transportation. 

Senator Corron. Thank you. 

Senator Bree. Are there any further questions at this time? 

Senator Yarsorouen. I have some questions, Mr. Chairman. 

Senator Brstz. Senator Yarborough, of Texas 

Senator YarsoroucH. You say that price was 3 years ago and now 
the price is $1 million to $1,300,000 for the same ship ? 

Mr. Morse. And a few months ago it was as high as a million and 
three-quarters. 

Senator YarsoroueH. What is the reason for that in such a short 
time ? 

Mr. Morse. A question of whether they are losing money or operat- 
ing profitably. Three years ago we had—lI forget the number, some- 
thing like 80 or 90 American-flag Liberty ships laid up for months 
because they couldn’t find employment on a break-even basis. 

Senator YarsoroueH. Do you mean private ownership ? 

Mr. Morse. Yes. 

Senato: YarsoroueH. Are they all engaged now in the shipping 
trade? 

Mr. Morse. All of them are employed now. 

Senator YarsoroucH. Did the Suez crisis have a good bit to do 
with that? 

Mr. Morse. Oh, yes. A very substantial part. That resulted in a 
killing, a financial killing, in favor of particularly foreign-flag oper- 
ators. They made tremendous profits. 
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Senator YarsoroueH. With the reopening of that canal would the 
price decline ? 

Mr. Morsr. It has declined. 

Senator YarsoroueH. Do you think it would continue to decline if 
the canal should become clear and the conditions exist under which 
vessels formerly operated ? 

Mr. Morse. In my opinion it won’t decline substantially below 
what it is, today. 

Senator Yarsoroven. You think then that this requirement in the 
bill that you proposed of a 25 percent downpayment would be adequate 
to secure this country if there were a future decline in the value of 
these vessels ? 

Mr. Morse. Senator, our recommendation is that the foreign pur- 
chaser, except in exceptional circumstances, be required to pay 100 
cents on the dollar. The full purchase price. 

Senator Yarsosoucu. I believe you have a provision in this bill 
that you propose of a 25 percent downpayment. 

Mr. Morse. Yes. 

Senator Bratx. I don’t believe he has come that far on the develop- 
ment of the bill, Senator. 

Senator YarsoroucH. I will withhold those questions. 

Senator Bratz. I don’t want to preclude you in any way, but I don’t 
think he has come down to the cost factor. 

Senator YarsoroucH. I think that is in the bill he proposes. 

Senator Brste. That is correct, and he just started to develop the 
points of the bill, paragraph by paragraph. 

Senator YarsoroucH. You weren’t through generally, you were just 
finishing one phase of the testimony. 

I’m sorry. 

Senator Bratz. The Senator from Ohio— 

Senator Lauscur. Mr. Morse, in the report which each Senator 
received from the Secretary of Commerce, Mr. Weeks, on page 6 
under Appendix B, there is a column containing this heading : “Ships 
Requiring High Repair and Reactivation Expense,” and “Liberty 

ships 92; ; others, 37; a total of 129 requiring high repair and reactiva- 
tion expense.” 

What do you figure the placement of those 129 ships into a usable 
state will entail by’ way of expense, individually ? 

Mr. Morse. In the neighborhood of between $250,000 to $350,000 
per vessel. 

Senator Lauscue. Are those 129 ships also included in this pro- 
gram which you outlined, that we ought to keep them unless conditions 
of a type acceptable are submitted for sale. 

Mr. Morse. Yes, sir. 

Senator Lauscne. Can you tell what the residual life of these ships 
is? Of the 129? 

Mr. Morse. I cannot do that, Senator, specifically because some of 
this will be battle damage which has never been repaired, some have 
had collision damage, but all of those repairs could be effected and 
they would have the same residual life as the remaining vessels. We 
work very closely with the Navy on all these vessels. We review the 
situation frequently to determine whether the Navy will release addi- 
tional vessels for scrapping. 
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Senator Brste. You may proceed, Mr. Morse. I think you were 
down to subparagraph 4 on page 2. 

Mr. Morse. Yes, that is self-explanatory. We would check with the 
Secretary of State to ascertain from him whether the vessels sold 
would be desirable for use by the applicant nations. 

The fifth paragraph has reference to assurances that the purchasing 
country will live up to the conditions attached to the sale. 

Section 2 has reference to the payment. 

Senator Scuorrret. Might I ask one question there, Mr. Chairman ? 

Senator Brstz. Senator Schoeppel 

Senator Scuorrre.. In these previous transactions have you had 
any instances where you have had difficulty in having them live up 
to the conditions ? 

Mr. Morse. None at all, Senator. 

In fact, we have had very good results on the 1,100 or 1,200 ships 
that were sold foreign under the Ship Sales Act. Relations have been 
very satisfactory in all respects. There have been 1 or 2 defaults on 
mortgages in over 2,000 ships that have been sold, foreign and do- 
mestic. 

Now, section 2 deals with the price that we are proposing and the 
payment—you will note that it starts off : 

The amount of payment for any vessel shall be determined by the Secretary 
and shall be paid in full at the time of completing the transfer—except that 
the Secretary may, in special circumstances, permit deferred payment. 

Senator Bistz. You might spell out the conditions of that deferred 
payment. 

Mr. Morse. In the event of a deferred payment it would be 25 per- 
cent of the purchase price at the time of making the agreement of 
transfer, with the completion of payment to be deferred not more 
than 10 years after making of the transfer. And at the rate of interest 
on the unpaid balances which shall be fixed after consultation with 
the National Advisory Council on International Monetary and Fiscal 
Problems. 

Now in arriving at a price, the Secretary would relate the condition 
of the vessel, relate its trading restrictions to the world market value 
of a Liberty-type vessel or a C-1-MAV-1 type vessel which has no such 
restrictions and is in class. So that the price would be less than the 
world market price of an unrestricted vessel, because of the limita- 
tions on its trading rights which would affect its earning ability and 
would also be reduced by a figure, considering the then condition of 
the vessel not then being in class. But in any event we say that the 
price shall be not less than the floor price of the 1946 Ships Sales Act 
which was $456,000, in round figures. 

Senator Brstx. That is the floor price ? 

Mr. Morse. That would be the we price under any circumstances. 
And obviously if the particular vessel that was to be selected was one 
which involved a very substantial cost for reconditioning, the ap- 
plicant would probably select some other vessel which required less 
reconditioning expense. 

Senator Brete. How does this formula compare with the formula 
that was used in the three acts that you previously testified to on the 
sales to Brazil, Korea, and the Philippines? Is this same type of a 
formula in those acts ? 
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Mr. Morse. No. As I recall, the—Mr. Ackerson—as I recall those 
prices were the 

Senator Bratz. Would you like to have him join you here at the 
witness stand? Identify yourself for purposes of the record. 

Mr. Morse. This is Mr. Eugene Ackerson, who is the legislative 
counsel in the Maritime Administration. 

For the ships sold to Brazil, the floor price, or the sales price, 
was the Ships Sales Act price, itself. On C-I1-MAV-1’s that price 
is in the neighborhood of $675,000 per vessel. 

On the sale of the vessels to the Philippines, the sale price there was 
based on the Ships Sales Act price of $675,000, but a credit against that 

urchase price was allowed for part of the charter hire paid by the 

hilippine applicants for 1 year. In other words they had introduced 
a bill to sell those particular ships to the Philippine applicants in 1955, 
as I recall, and the bill was not enacted that year, but was enacted the 
following year, so a credit against the purchase price was made for a 
part of that charter hire paid during that year interval. 

The ships sold to the Koreans were at the Ships Sales Act price. 

Senator Brste. How is the floor price arrived at that you have 
testified to? Is there a fixed formula on that determined floor price? 

Mr. Morse. It was based on the domestic cost. These were all war- 
built vessels. It was based on the domestic cost and as I recall it was 
about one-third less than the domestic cost. 

Senator Bratz. One-third less than the domestic cost ? 

Mr. Morsr. Yes, sir. In other words it was roughly comparable to 
what—had there not been a war, the vessels would have cost, had they 
been built in foreign countries ? 

Senator Lauscue. If that is the fact that there is a floor price which 
is one-third less than the domestic cost and you have 92 Liberty ships 
that are in need of extraordinary repair at a high cost, how do you 
reconcile those two figures? You said they are worth at an average 
of $700,000 to $1,100,000. You further stated that the cost of putting 
them in usable shape would be between $200,000 and $350,000. 

Now, are there not some instances in which the floor price would be 
in excess of what the ship is really worth if they are in this state of 
repair as here described ? 

Mr. Morse. There might be a few instances of those heavily dam- 
aged ships. 

Senator Lauscue. Are these 92 heavily damaged? I think they are 
because you so identified them. 

Mr. Morse. I am sure they would be. 

Senator Lauscne. How do you intend to take care of them? Maybe 
you have a plan, I don’t know. 

Mr. Morse. We check with the Navy from time to time and ask them 
to release damaged vessels for scrapping purposes. So far they have 
refused to release these vessels to be scrapped. 

Senator Lauscue. You think you can handle them under this bill; 
do you? For sale purposes? 

Mr. Morse. No, I don’t think so. I think the applicants wouldn’t 
select these badly damaged vessels; they would select vessels that have 
little or no damage. 

Senator Lauscue. Then what do you intend to do with these 92? 

Mr. Morse. Retain them in the laid-up fleet until the Navy will per- 
mit us to scrap them. 
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Senator Lauscue. Have you indicated that that time has already 
come where they ought to be scrapped ? 

If you can’t answer, don’t do so. 

Mr. Morse. We submit a list of vessels from time to time to the Navy 
and discuss with them the desirability of scrapping rather than retain- 
ing them in the laid-up fleet, but their mobilization requirements are 
such that up to the present they have refused to accede to our request. 

Mr. Ackerson calls to my attention that I was in error. I am refer- 
ring now to the Ship Sales Act of 1946, section 3 (d), which says in 
part: 

No adjustment except in respect to passenger vessels constructed before Janu- 
ary 1, 1941, shall be made under this act which will result in a statutory sales 
price which (1) in the case of dry-cargo vessels—except Liberty-type vessels— 
will be less than 35 percent of the domestic war cost of vessels of the same type. 
In the case of any Liberty type vessel will be less than 3114 percent of the domes- 
tic war cost of vessels of such type. 

I had the figures reversed. The depreciation is approximately two- 
thirds of the domestic cost instead of one-third. 

Senator Brste. I am very glad to have the record corrected accord- 


ingly. 

Moshi Cotton—— 

Senator Corron. This fixed or estimated life of the ship of 20 years, 
that is rather arbitrary—the life could well be longer than that, could 
it not, actually ? 

Mr. Morse. Yes. We use 20 years as the 1936 act requires that ves- 
sels be replaced at 20 years of age for subsidized operators. It is a 
fact that in high earning periods, vessels that are in excess of 20 years 
of age are frequently used. 

Senator Corron. I asked you this before, but I don’t remember the 
answer: 

Is there any appreciable difference in the life of a ship in service 
and in mothballs? 

Mr. Morse. I couldn’t answer that. I couldn’t answer it accurately. 

Senator Corron. I had the impression they deteriorated faster in 
mothballs than in use. 

Mr. Morsr. We think they do, even though we have a reasonably 
good preservation method. 

Senator Corron. Just one more question : 

I have the impression that it is the feeling of the Maritime Com- 
mission that a primary factor and perhaps the primary factor in de- 
termining a policy in this matter of disposing of these ships to for- 
eign purchasers is the protection of the American shipowners who 
have purchased these ships rather than the price, the restricted use, 
or anything else. Is that a reasonable, correct statement? 

Mr. Morse. I think that is a fair statement, yes, sir. 

Senator Corton. Thank you. 

Mr. Morse. I think with respect to the foreign purchasers, also, we 
should protect them, somewhat. The 1946 act spells that out fairly 
clearly. 

Senator Corron. You haven’t had many foreign purchases though, 
have you? 

Mr. Morse. No, it has only been in the last several years that any 
interest has been expressed by foreigners in applying for ships. 
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Senator Corron. Even if these foreign concerns were willing to ste 
up and pay the full price that you feel is the full value, you still thes 
hesitate to sell them outside of coastwise trade because of the competi- 
tion element ? 

Mr. Morsr. Yes. You get to the point where you overtonnage the 
world market and everything goes to pot. 

Senator Corron. Thank you. 

Senator Brste. You may proceed, Mr. Morse. 

Mr. Morse. Subdivision (c) of section 3 says that the Secretary of 
Commerce shall confer with the Secretary of Defense and the Secre- 
tary of State. 

Senator Brete. Did you finish that (b)? Does (b) have something 
that should be called to our attention ? 

Mr. Morse. Yes, it does have. I am glad you called that to my 
attention. 

Senator Bratz. I think you simply said in the preceding last sentence 
of subsection (a) that the obligation is secured by preferred mortgage. 

Mr. Morse. In the event that all cash is not paid, where a waiver 
is made in permitting a sale on credit, then it shall be secured by a 
mortgage on the vessel. 

Senator Brsie. Now this requirement of cash which seems to be the 
first requirement except in unusual conditions, where you give them 
deferred payments, is that written into the three laws on the sale of 
ships to Brazil, Korea, and the Philippines? 

Mr. Morse. Those are on credit, but the purchase price being 
guaranteed by the governments. 

Senator Bratz. They were not actually cash sales ? 

Mr. Morse. No, sir. 

Senator Bieter. Were cash sales contemplated in the original Ship- 
building Act of 1946? 

Mr. Morse. Where purchases were made by individuals they were 
all cash. Where purchases were made by or guaranteed by the govern- 
ments they were sold on credit. 

Senator Biste. This idea of cash on payment is not new, then? Is 
this a new concept as written into this particular legislation ? 

Mr. Morse. I would say it is new insofar as Government purchasing 
is concerned. 

Senator Brste. Why did you put it in, then? What was the reason ? 

Mr. Morse. If I were selling my own property foreign, I would 
want to protect myself by requiring full cash payment, and I see no 
reason why the Government shouldn’t protect itself in the same way. 

Senator Brste. And under what conditions would you foresee the 
use of the extended-credit plan ? 

Mr. Morse. To be perfectly frank, we included that phrase at the 
request of the State Department. We had initially proposed no sales 
other than for cash, but they had asked that it be included. Frankly, 
I don’t know what type of situation would be involved where the 
foreign government wouldn’t be in a position to pay us the full pur- 
chase price of the vessels. 

Senator Brste. So, your position is that they are cash sales to 
foreign countries ? 

Mr. Morse. Yes, sir. 

Senator Brete. And should be cash sales to, foreign countries? 
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Mr. Morsz. Except in some very unusual situations that I don’t 
think of or don’t contemplate at the moment. 

Senator Brstz. You may proceed. 

Mr. Morss. Subparagraph (b) refers to the selection of the vessels 
and that the vessels shall be delivered as is, where is, at some place in 
the territorial waters of the United States; that the vessels shall be 
retained under the flag of the nation to which transferred for not less 
than 10 years, or until fully paid for, whichever is the longer period. 

Senator Lauscuz. What do you contemplate guarding by that pro- 
vision? What is its purpose? 

Mr. Morssr. For requiring restriction to purely coastwise trade ? 

Senator Lauscue. No; that it shall be kept under the flag of the 
nation that purchases for 10 years or until such time as the price has 
= paid? Why do you insert that provision in there? What do you 

ear? 

Mr. Morse. Well, they could pay the purchase price tomorrow and 
then use it in international trade in competition with our own people. 

Our willingness to go along with opening up the sales act to permit 
these sales is only to assist the purely coastwise operations of the pur- 
chasing countries, not to have them in competition with our own 
American-flag vessels in international trade. 

Subdivision (c), in determining the order of preference, that would 
have reference, I assume, primarily, or only to vessels which are in 
short supply, and it would not apply to Liberty vessels, because we 
have so many of them that there would be no problem there. 

As to vessels in short supply, we would check out with the Secretary 
of Defense and the Secretary of State in determining the order of 
preference. 

Section 3 (a) provides that the government or nation making the 
application shall make appropriate assurances that the vessels will 
be used only in the coastwise trade. The final sentence of that sub- 
division would permit the vessel to carry cargo in international trade 
on the outbound voyage from the United States. 

Subparagraph (b) is the provision that the vessel, when placed 
under foreign flag, would be made available to the United States in 
the event of a national emergency on the same terms and conditions 
that it would be made available to the Government had it been owned 
by an American citizen. In other words, section 902 of the 1936 act, 
which provides for payment of just compensation. 

Senator Brste. Is there any type of a time limit on that particular 
requirement? Is that indefinite? Is that for an indefinite period of 
time ? 

Mr. Morse. This is for the duration of the life of the vessel. 

Senator Bratz. Thank you. 

Senator Corron. Could I ask just one question, Mr. Chairman ? 

Senator Bratz. Senator Cotton 

Senator Corron. It just seems to me that that provision almost 
makes it unnecessary to pass a bill. In other words, it would seem to 
me that it would be far better to adopt the policy of not selling any 
used vessels to foreign purchasers than to put in a provision that it 
would just seem to me as a layman, it would be utterly absurd in the 
sense that it would be completely hopeless to enforce it. 

How in the world are you going to sell a ship to Italy or to Germany 
or to Austria or to India or somewhere and expect to have them avail- 
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able in the same way to recapture in case of a national emergency, as 
you do if sold either in America, Mexico, or somewhere around here? 

Mr. Morse. This has reference, primarily, to the matter of price. 

Senator Corron. To buy them back? 

Mr. Morse. Either repurchase or charter, and both methods are 
available to the Government under section 902. We permit transfer 
of privately owned American-flag vessels to foreign registry under 
what we call our transfer-out-and-build policy, to give some encourage- 
ment or aid in the building of new American-flag vessels. On the ves- 
sel which is permitted to be transferred to foreign flag, administra- 
tively, we include a provision that the vessel placed under foreign 
registry will be made available to the United States Government in 


‘the event of war or national emergency on the same terms and condi- 


tions that it would be available had it remained under American flag. 
We haven’t had an occasion to try to enforce those provisions, but I 
don’t anticipate we will have too much difficulty doing so. 

Senator Corron. In many cases they are dealing with new and good 
ships rather than ships that are approaching the end of their useful- 
ness. 

Mr. Morse. No; the vessels being traded out that I am referring to 
are vessels of this same vintage. 

Senator Corron. The point is this, then; a practical, and practicable 
provision. 

Mr. Morse. Yes; I think it is, and lots of these vessels are traded 
under foreign flag subject to these existing contractual provisions. 

Senator Purret. Is it not true there is limitation on section 2 (a), 
where you say—let’s see if I have the right section here. 

It is on page 4: 

Any such ship transferred shall be retained under the flag of the nation to 
which transferred for not less than 10 years from the making of the agreement of 
transfer or until fully paid for, whichever is the longer period, unless retransfer 
thereof with restriction to domestic coastwise use only is approved by the Sec- 
retary as compatible with the interests of the United States. 

Isn’t that for 10 years or until fully paid for? 

Mr. Morse. Yes, sir. 

Senator Purreiy. So there is, in fact, a limitation. I thought the 
question the Senator asked was: Would this not go on for the life of the 
vessel? It wouldn’t follow that it would, would it? 

Mr. Morse. The question being discussed was the availability to the 
United States in the event of national emergency. 

Senator Purrety. That is right. 

Mr. Morse. That availability will last for the life of the vessel. 

Senator Purrety. So that this would be a condition of sale, if it were 
sold by the original purchaser, having paid for it fully, that would 
have to be a condition of sale to sell to another flag? 

Mr. Morse. Yes, sir. 

Senator Purret.. It doesn’t say so here. But that would have to 
be a condition of sale ? 

Mr. Morse. Yes, sir. We include provisions of that sort at the 
present time in our transfer approval. It is, in effect, a condition 
running with the vessel. 

Senator Porrer. It means you have a perpetual option to charter or 
buy it back, no matter whose hands it is in. 

Mr. Morse. That is correct. In the event of war or national emer- 


gency. 
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Senator Bratz. That is the purpose of section 3 (b). 

Mr. Morse. Yes, so we don’t have to pay exorbitant prices for these 
vessels in the event we have to acquire them back for national emer- 
gency reasons. 
oe Brste. Thank you, Mr. Morse. Will you touch on sec- 

Mr. Morse. This merely puts a time limit on when applications may 
be received. Application must be received within 1 year from the 
time of enactment of the proposed legislation and the deals must be 
concluded within 24 months from the time of enactment. 

Senator Bratz. How about the last sentence of section 4? 

Mr. Morse. The purpose of that is to have the determinations of 
value, final, not have available to the foreign purchasers going into 
court and saying that the vessel was not in class or was defective 
here, or some other reasons, and suing the Government for a portion 
of the purchase price. 

Senator Bisiz. It appears to me that anything you do is con- 
clusive. 

. a Morsz. All determinations made by the Secretary would be 
inal. 

Senator Bratz. And there is no appeal or subject to review by a 
court. 

Mr. Morse. That is correct. 

Section 5 merely defines what a war-built vessel means and that is 
synonymous with the similar provision in the 1946 Ship Sales Act 
legislation. 

Senator Brstze. Thank you, Mr. Morse. 

Senator Porrrer. May I ask one question ? 

Senator Bratz. Certainly. Senator Potter. 

Senator Porrer. Several years ago we sold ships to the Philippines 
for intercoastal trade. 

Mr. Morse. Yes, sir. 

Senator Porrer. What was the reason for the policy decision of the 
Secretary of Commerce to allow them to compete with deep draft 
vessels ¢ 

Mr. Morse. I cannot answer that question, Senator. I think you 
should ask the Secretary. 

Senator Porrer. As I recall the purpose of that legislation, it was 
strictly for interisland trade. 

Mr. Morse. That was my understanding, Senator. 

Senator Porrer. In order for the Philippines to engage in the deep- 
water trade, they had to secure the permission of the Secretary, did 
they not ? 

Mr. Morse. That is correct. 

Senator Porrer. When was that granted ? 

Mr. Morsr. I don’t recall specifically but I am sure it was no more 
than 3 months after the bill had been adopted. 

Senator Porrer. I think it might be well so that we know—when 
we pass legislation of this kind, so we know that the intent of the 
act is carried out, that the counsel write to the Secretary to find out 
the reason for making that policy decision. 

Senator Brete. I think the suggestion is a good one. Will counsel 
make note of that ? 

(The letter from the committee to the Secretary of Commerce, 
dated June 14, 1957, and the reply from the Secretary of Commerce, 
dated July 10, 1957, are as follows :) 
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JUNE 14, 1957. 
Hon. Srnciarr WEEKS, 
Secretary of Commerce, Department of Commerce, 
Washington, D.C. 

Deak Mr. SECRETARY: The President, on June 30, 1955, signed Senate Joint 
Resolution 67 into Public Law 114, 84th Congress, authorizing the Secretary of 
Commerce to sell certain vessels to citizens of the Republic of the Philippines and 
to provide for the rehabilitation of the interisland commerce of the Philippines, 
and for other purposes. The law restricted for 10 years the utilization of the 
vessels sold under this act to the interisland commerce of the Philippines unless 
relief from such restriction was given by the Secretary of Commerce. 

It is my understanding that the vessels were sold pursuant to the authority 
contained in the act, and after a period of time, the restriction to interisland 
trading was removed. 

I would appreciate it very much if you would advise me of the date of the sale 
and delivery of each vessei to the purchasers, name of each purchaser, and the 
date of the removal of the restriction to interisland trade. I am also desirous 
of determining whether or not a public hearing was held prior to the removal of 
the restriction and the basis for the decision of the Secretary in the removing of 
such restrictions. 

Sincerely yours, 
WARREN G. MAGNUSON, Chairman. 


THE SECRETARY OF COMMERCE, 
Washington, July 10, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAGNUSON: I have your letter of June 14, 1957, requesting the 
date of sale, date of delivery and name of each purchaser of the vessels sold under 
Public Law 114, 84th Congress. You also state that you are desirous of deter- 
mining whether or not a public hearing was held prior to removal of the restric- 
tion to interisland trade and the basis for such decision. 

The sale of the vessels pursuant to the authority of Public Law 114, 84th 
Congress, is summarized as follows: 


| 
Vessel | Purchaser | Dateofsale | Date of 
| delivery 





Carrick Bend____ Compania Maritima- | Dee. 7,1956 | Dec. 7, 1956 
Masthead Knot - ies ae .do- Do. 

Snug Hitch el do 
i 
| 


; = sins atid ieel Do. 
Turk’s Head a | Philippine Steam Navigation Co Dec. 28,1956 | Dec. 28, 1956 
Boatswain’s Hitch.- Gas os Me ttt Do. 


After careful consideration of the matter and at the instance of some other 
departments of the Government, I determined on June 29, 1956, to waive, to a 
limited extent and subject to certain conditions, the requirement for operation of 
the vessels in the interisland commerce of the Philippines. Accordingly, there 
was incorporated in the respective sales agreements the following provision : 

“Operation. (a) Except with the prior approval of the Secretary of Commerce, 
the Vessels shall, for a period of ten (10) years from the date of the contract, 
be operated only in the interisland commerce of the Philippines; provided, how- 
ever, that until the Secretary shall determine that the operation of such Vessels 
in the foreign commerce of the Philippines north of the Equator, west of the 
International Date Line, and east of the 110th meridian is injurious to the com- 
merce of the United States or that such vessels are required solely in the inter- 
island commerce of the Philippines, and the Buyer shall have been given six 
months’ notice of such determination, the Buyer may also operate the Vess*ls in 
the foreign commerce of the Philippines north of the Equator, west of the Inter- 
national Date Line and east of the 110th meridian or within such other limits 
as the Secretary of Commerce may in the future find reasonable and just. 

“(b) The foregoing provisions respecting operation of the Vessels shall run 
with the title to the Vessels and be binding on all owners thereof.” 

The Philippine Government, via diplomatic notes from the Ambassador to the 
Secretary of State, has advised that it will lend its good offices to see that Com- 
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pania Maritima and Philippine Steam Navigation Co. comply with the operating 
limits referred to above and that it will instruct its appropriate agency ac- 
cordingly. 

The legislative history and intent of the measure would indicate that opera- 
tion of the vessels is to be confined to the interisland commerce of the Philippines, 
unless the Secretary of Commerce waives such provisions, which could equitably 
be done, particularly since the use—in a restricted area of commerce—is not in 
direct competition with American-flag vessels. The restrictions cited above as to 
use of the vessels will, in my judgment, prevent their being in any significant com- 
petition with American-flag vessels and, therefore, I did and still do feel that my 
waiver is not only in accord with the language of the statute per se, but with its 
intent as well. Additionally, it is in accord with the foreign policy of the Govern- 
ment as expressed by the State Department in their discussions with me on this 
particular case. 

No public hearings preceded the announcement of my decision; however, Amer- 
ican-flag companies through Mr. Alexander Purdon, representing the Committee 
of American Steamship Lines, were heard by Under Secretary Williams on July 
26, 1956, and Mr. Williams reported that they were satisfied with the action taken 
amending the operating restrictions. 

I shall be glad to discuss this matter with you further in case you have addi- 
tional views which might be applicable if similar situations should arise in the 
future. 

Sincerely yours, 
SINcLaIR WEEKS, 
Secretary of Commerce. 

Mr. Morse. You will note in this bill we do not propose any such 
privilege be granted. 

Senator Brste. The Senator from Ohio. 

Senator Lauscue. Mr. Morse, am I correct in my understanding 
that the provisions of this bill are geared to the policy of protecting 
those domestic nationals who in the past have bought ships of this type, 
against competition that would arise through their present sale to 
foreign nationals? 

Mr. Morse. It is primarily geared to protecting the American-flag 
vessel owners. 

Senator Lauscue. And, therefore, you have included in the bill 
provisions that would limit the use of this ship in those fields which 
would not compete with the international carriage, conducted by our 
American nationals? 

Mr. Morse. That is correct? is 

Senator Lauscne. Am I correct in this: We are willing to forego 
the salvageable value of these ships for the purpose of carrying into 
effect this policy protecting American carriers against this compe- 
tition ? \ 

Mr. Morsg. That is only part of the reason, Senator. The major rea- 
son that we retain a reserve fleet is for national-defense requirements. 

Senator Lauscne. There may come a time when economies would 
dictate that it would be better to dispose of the ships than to keep them 
in mothballs? 

Mr. Morse. Certainly. 

Senator Lauscue. Now I have this final question: If we have geared 
this bill to protect American nationals, who purchase such ships, 
against foreign competition, aren’t we in effect subsidizing them to the 
extent that we would be able to recover money in the sale to foreign 
nationals ? 

If you care to, you can answer it. If you do not want to, you need 
not. ‘ 

Mr. Morsr. I suppose that is an indirect form of subsidy, cer- 


tainly. 
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Senator Lavscne. It is an indirect form of subsidy. It is nearly 
a direct form of subsidy, where we declare that we are willing to 
forgo the salvage value of these ships in order to sustain these com- 
panies in the maintenance of their business. 

Mr. Morse. That is one way of putting it, Senator. On the other 
hand, it is also made the ships more readily available under the 1946 
Ship Sales Act, because fewer purchasers would have been willing 
to buy if they anticipated that 5 or 10 years forward the Government 
would dump a lot more ships into the market. 

Senator Lauscne. Then I think it would be fair to say that another 
purpose is to keep faith with the conditions, at least the spirit under 
which we induced the American carriers to buy ? 

Mr. Morse. I think that is perfectly true, Senator. 

Senator Brsiz. Senator Yarborough. 

Senator Yarsoroucu. Suppose, Mr. Morse, instead of the number 
proposed in these various bills and resolutions, you sold 100 of those 
ships on the open market. What effect do you think it would have 
on the world market price ? 

Mr. Morse. It would undoubtedly have a depressing effect. How 
extensive, I don’t know. 

Senator Yarsoroucu. If you have 1,400 Liberty ships in moth- 
balls and the average value now would be $1,200,000 apiece, how many 
of those could you sell at $1 million before the price went down, say, 
to a quarter of a million dollars? 

Mr. Morse. I think the market is pretty thin. 

Senator Yarsorouen. If you sold 200 of them, do you think it 
would shoot the market ? 

Mr. Morse. I think if you put 25 on the market in a block you 
would serve to depress the price substantially. I couldn’t say whether 
it would be $25,000 or $250,000, but the market for vessels is a rather 
thin market. 

Senator Lauscur. How many ships are included in these bills? 

Mr. Morse. Fifty-six, I believe, in the pending bills. 

Senator YarsoroucH. Do you think that is enough to have a marked 
effect on the market value? 

Mr. Morsr. It would have a slight effect, but because they are re- 
stricted in their use under our proposal, it would have less of an effect 
than if they were permitted to be used in the international trade. 

Senator YarsnorouGH. That is all. 

Senator Bretz. Further questions ? 

Senator Corron. Senator Potter, Senator Schoeppel, Senator Pur- 
tell, Senator Lausche? 

Does the staff have any questions? 

Mr. Luckey. When you mentioned the floor price of these vessels 
before, were you indicating just the pure floor price, or including the 
item of depreciation down to the date of the sale? 

Mr. Morse. No depreciation from the date the Ship Sales Act was 
closed. 

Mr. Luckey. With regard to the ships you have in the reserve 
fleet, how many of the Liberties there are coal-burning Liberties? 
Do you have that figure? 

Mr. Morsr. I will have to supply that for the record. It is in the 
neighborhood of 25 or 30. 
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Mr. Luckey. Are the coal-burning Liberties as much in demand 
by anyone as the other Liberties? 

Mr. Morse. No; they are less desirable. 

Mr. Luckey. Would you say they are obsolete from the standpoint 
of commercial operation ? 

Mr. Morsr. No; they are coal-burning vessels that are in normal 
commercial use today. 

Mr. Luckey. Would you also supply just for the record the num- 
ber of C1-MAV’s in the reserve fleet ? 

Mr. Morse. Yes, sir. 

(This information is included in the inventory of reserve fleet ves- 
sels on p. 25.) 

Mr. Luckey. There was a coal group that formed a company some- 
time ago. What was the name of that company ? 

Mr. Morse. The American Coal Shipping Co. 

Mr. Luckey. How many ships do they have out on charter, at the 
present time ? 

Mr. Morse. I believe it is 6; they had applied for a total of 30. They 
had some labor difficulties which slowed them in taking the maximum 
number that they had requested. Several months went by and the 
market fell from a high of about $16.50 a ton—the coal charter mar- 
ket—down to its present level of $6.58, at a level which they cannot 
operate even on a break-even basis. 

I am glad you mentioned this American Coal Shipping Co. That 
company was set up by several of the large coal mines, 1 or 2 of the 
coal-carrying railroads, and the John L. Lewis union, for the purpose 
of getting into the transportation of coal business, ’ primarily from 
the United States to North Europe. 

As a part of their program they contemplate going into a long-range 
program which would include building of vessels in the American 
yards for American-flag operation to carry coal. 

Now this is one of the reasons we are opposing the sale of ships for 
the carriage of coal because to the extent additional vessels are put in 
this trade it would tend to discourage this company and other com- 
panies from building ships to carry coal in the American-flag vessels. 

Mr. Luckey. They applied for the charter of 30 ships and how 
many were approved ? 

Mr. Morse. Thirty. 

Mr. Luckey. And they have only taken six so far? 

Mr. Morse. Yes, sir. 

Mr. Luckey. When did those charters expire ? 

Mr. Morse. As I recall, those were charters for an indefinite period 
but under the law, they would have to be reviewed annually to deter- 
mine whether the existing conditions permitting charter still con- 
tinued, and, secondly, there was the condition included in their appli- 
cation that they would proceed with a building program, as an induce- 
ment for the Government making vessels available to them under 
charter. 

Mr. Luckey. Now under your charter arrangements with them, 
then, they could turn those ships back to you at any time that they 
wanted to; is that correct ? 

Mr. Morse. I am a little bit indefinite on this. Only because we 
have several types of charters. 
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If they were the ones who paid the breakout expenses on those ves- 
sels they could be surrendered to us at any time they wished to. 

If we were the ones who paid the breakout expenses, the charter 
would provide that they had to retain those vessels for a period of 
time which would reimburse or breakout expenses. 

Mr. Luckey. Also for the record, with regard to the Ship Sales 
Act of 1946, as far as foreign purchases are concerned, and any subse- 
quent purchasers such as Brazil, Korea, and the Philippines, have there 
been any mortgage defaults or repossessions of vessels ¢ 

Mr. Morse. There have been 1 or 2. I will supply the exact figures 
for the record. 

Mr. Luckxry. Were those the Chinese vessels ? 

Mr. Morse. I know we have had trouble with 3 or—some of those 
aren’t necessarily finalized but there have been defaults which have 
been declared in just 1 or 2 instances. 

Senator Lauscue. One or two out of how many ? 

Mr. Morse. 1,100 sold foreign and about 900 sold to American 
citizens. 

Mr. Luckey. So on the whole the payments by foreign citizens and 
foreign countries has been very good ? 

Mr. Morse. Excellent. 

(The information in question is as follows :) 


FOREIGN Sure SALeEsS—DEFAULTS UNDER MORTGAGE 


There were sold foreign, with mortgage, 458 ships. The original mortgages, 
which amounted to $235,245,698, have now been reduced approximately to $54 mil- 
lion, amounting to a total payment of some 76 percent. Serious defaults have only 
occurred with vessels sold to the Republic of China largely due to the Korean 
war situation. These defects are listed as follows: 

(1) Four vessels of the C1-S-AY1 type were forfeited and returned to the 
Dnited States Government. No refund of the downpayment on these vessels 
was made. 

(2) One vessel was seized by SCAP for illegal carrying of contraband ma- 
terial. In court proceedings, the Maritime Administration bid the amount of the 
mortgage and regained custody of the ship. After lengthy negotiations the ves- 
sel was resold to the Republic of China Government and the entire amount of the 
mortgage was paid plus court cost. 

(3) One Liberty vessel was reported as having been sunk and the mortgage 
on this vessel has not as yet been settled. 

(4) Three Liberty vessels defected to the Communist officials, and a suit 
in barratry was instituted to recover from the insurance companies the amounts 
of the mortgage. Judgment-has been rendered in this case favorable to the 
United States Government. 

(5) One Liberty vessel, which also was defected to the Communist officials, 
has been seized and is being heid by court order in Singapore. Hearings on the 
settlement on this vessel are excepted to occur in July 1957. 


Senator Bratz. Any further questions ? 
Thank you very much, Mr. Morse. 
Senator Brie. Mr. Kalijarvi. 


STATEMENT OF THORSTEN V. KALIJARVI, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR ECONOMIC AFFAIRS, ACCOMPANIED 
BY R. T. MERRILL, CHIEF, SHIPPING DIVISION, UNITED STATES 
DEPARTMENT OF STATE; AND JOHN W. MANN, ASSISTANT CHIEF, 
SHIPPING DIVISION, UNITED STATES DEPARTMENT OF STATE 


Senator Brete. Will you identify yourself and those with you for 
the purposes of the record ? 
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Mr. Kauisarvr. Mr. Chairman and members of the committee, I 
am Thorsten V. Kalijarvi and I am Assistant Secretary of State for 
Economic A ffairs. 

Senator Bintz. The room will be in order so that the witnesses may 
be heard. 

Mr. Karisarvi. I have with me here at the table Mr. Merrill, the 
head of our Shipping Division, and Mr. Mann, of the Shipping Divi- 
sion, and there is a Mr. Mahoney, too, who will probably come up as 
soon as he has transacted whatever business he has on the press releases, 

I am appearing at the invitation of the chairman to comment upon 
Senate Joint Resolution 66, Senate Joint Resolution 84, Senate Joint 
Resolution 90, S. 1644 and S. 2038, all proposing the sale of vessels 
from the United States reserve fleet to foreign purchasers. 

In a letter of June 7, 1957, to the chairman, the Department of 
State stressed the view that sales of vessels from this fleet should not 
be made unless the national interests of the United States were clearly 
furthered by such action. The letter also pointed out that the num- 
ber and types of vessels in whose sale the Department of Defense 
might concur would probably be extremely limited, and concluded 
with the recommendation that sales legislation should be of a gen- 
eral nature and should contain limitations safeguarding the interests 
of the American merchant marine. 

Senator Brite. May I ask if that letter has been received, and if 
it can be made a part of the record ? 

Mr. Kauisarvi. I havea copy of it here. 

Senator Brete. I wonder if you would then furnish it for the 
record ? 

Mr. Scnorpret. What is the date of it? 

Senator Bratz. The letter is dated June 7, 1957. It is signed by 
Robert C. Hill. This will be made a part of the record at this point. 

(The letter referred to is as follows :) 


DEPARTMENT OF STATE, 
June 7, 1957. 
Hon. WARREN C. MAGNUSON, 
United States Senate. 


Dear SENATOR MAGNUSON: This is in response to your letter of May 27, 1957, 
which invited the comments of the Department of State on the following bills: 

Senate Joint Resolution 66 (Senator Humphrey) to authorize the sale of a 
certain number of merchant-type vessels to the Government of India or to citizens 
of India for use in the coastwise trade of such country (not more than 12 Liberty- 
type vessels, or equivalent). 

Senate Joint Resolution 84 (Senators Cotton, Bridges, Saltonstall, Payne) to 
authorize the Secretary of Commerce to sell certain vessels to certain citizens of 
the Federal Republic of Germany (not more than six Liberty-type vessels). 

Senate Joint 90 (Senators Smathers and Cotton) to authorize the Secretary of 
Commerce to sell certain coal-burning vessels to certain citizens of the Federal 
Republic of Germany (not more than 24 vessels). 

8S. 1644 (Senator Bible) to authorize the sale of four merchant-type vessels to 
citizens of Mexico for use in the intercoastal trade of Mexico (vessels of the C1- 
NAV1 type). 

8. 2038 (Senator McNamara) to authorize the sale of 10 merchant-type vessels 
to citizens of Italy for use in the intercoastal trade of Italy. 

The Department, in its letter of April 23, 1957, already has commented on 
Senate Joint Resolution 66, to authorize the sale of a certain number of merchant- 
type vessels to the Government of India or to citizens of India for use in the 
coastwise trade of such country. In its letter the Department stated: 

“The Department has received in recent years inquiries from a number of 
foreign governments regarding possible sales of reserve fleet vessels. Some of 
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these inquiries appear to be soundly based, not only from the standpoint of 
demonstrated need, but from that of furthering the national interests of the 
United States without detriment to the American merchant marine. Therefore, 
the Department considers that any legislation authorizing the sales of war-built 
vessels should, on the one hand, be so limited as to their number, type, and opera- 
tional area as not to be detrimental to the interests of the United States, but, on 
the other hand, should adequately provide for such sales as are clearly in the na- 
tional interest. 

“The Department believes that consideration should be given to the develop- 
ment of legislation which would broaden the objectives of Senate Joint Resolution 
66 by making available to other friendly foreign countries as well as to India a 
limited number of United States vessels for operations which would not adversely 
affect the American merchant marine.” 

The Department of State is aware of and appreciates the reasoning which led 
the Congress to enact the Merchant Ship Sales Act of 1946. “Sterilization” of 
the war-built fleet remaining after the statutory period for sales effectively re- 
moved from world markets a great accumulation of ship tonnage (more than 
20 million deadweight tons) which otherwise would have discouraged investment 
in new ships, reduced shipbuilding activities both in the United States and in 
other countries, and depressed world freight and charter rates. The Depart- 
ment firmly believes that the policy of the Ship Sales Act of 1946 is basically 
sound. Nevertheless the Department also realizes that, in certain cases, the 
interests of the United States in the field of foreign relations might be furthered 
by the authorization of exceptions to the Ship Sales Act, when such sales can be 
made without detriment to the American merchant marine. 

The Department of State equally appreciates that the laid-up fleet constitutes 
a reserve potential for defense purposes and that the Department of Defense will 
be zealous in protecting it. Necessarily requests to purchase ships from this 
fleet must be considered in the light of the numbers and types to whose sale 
the Department of Defense would not object, as well as to the individual merits 
of the requests. The Department of Commerce, will, of course, be vigilant to 
point out any proposals whose consummation would be detrimental to the mer- 
chant marine of the United States. 

The Department of State believes that all of the foregoing factors should be 
adequately considered and given proper weight in any proposal for the sale 
of ships from the reserve fleet. This cannot satisfactorily be done piecemeal, 
as in the case of selective sales to individual countries, but only by legislation 
which will be broad enough to take all elements of the problem into account. 

In addition to the bills and joint resolutions referred to herein, there are two 
bills before the House of Representatives for the sale of ships to Turkey and to 
Guatemala respectively and, as stated, the Department is in receipt of numerous 
requests for ships from other foreign governments, which requests have not 
been put in the form of bills. These bills, joint resolutions, and requests may 
all have merit in varying degrees but their relative priority, in regard to a 
limited number of ships, can only be evaluated if they are considered as a whole. 

The Department therefore recommends that legislation authorizing sales to 
foreign purchasers should be general, but with limitations to safeguard the 
American merchant marine. 

Sincerely yours, 
Rosert C. Hix, Assistant Secretary 
(For the Secretary of State). 


Mr. Kauisarvi. The Maritime Administration has presented for 
this committee’s consideration a draft bill which would authorize the 
sale of vessels from the reserve fleet for operation in the coastwise 
trade of the purchasing country. 

This proposal appears to incorporate the major principles which 
have governed the views of the Department of State. This Depart- 
ment strongly supports and urges enactment of this draft bill. 

The requirements which properly should be met in any sale of 
reserve fleet ships are: (1) that the operation of the vessels will not 
be prejudicial or detrimental to the operations of American vessels; 
(2) that the transfer of the specific ships is not incompatible with the 
defense requirements of the United States; (3) that the sale will 
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advance the interests of this Nation, as well as of the purchasing 
country. The Department of State believes that the Maritime Ad- 
ministration’s draft bill adequately provides for these requirements. 

The restriction of the transferred vessels to the coastwise trades of 
their respective countries fully protects American. vessels. The 
Department of State is vitally concerned with the development of a 
strong American merchant marine and supports this principle. 

Nevertheless the Department of State desires to point out that 
instances may conceivably arise where the interests of the United 
States might demonstrably be furthered by the sale of certain vessels 
not limited to purely coastwise operation. In such exceptional cases 
regional or other restrictions could be imposed sufficiently to insure 
that their operation would not be detrimental to the interests of the 
American merchant marine. 

Should legislation be introduced proposing sales under those condi- 
tions and the Department be convinced that such sales would promote, 
to an important degree, the interests of the United States, it would 
expect to make appropriate recommendations to the Congress. 

That concludes my prepared statement. 

Senator Brste. Senator Schoeppel. 

Senator Scnorrre.. I would like to ask this question here with 
reference to that. I note that you say in the very last paragraph: 
“Should legislation be introduced proposing sales under those condi- 
tions”; do you mean the conditions in your immediate paragraph pre- 
ceding ? 

Mr. Kaursarvi. That is correct. 

Senator Scuorpret. In other words, the conditions would not be 
established and all wrapped up before an opportunity for hearing, or 
notice, then, would be given ? 

Mr. Kauisarvi. That certainly would be our view. 

Senator Scuorrrer. I wanted to be sure to get that into the record 
because I think that is important. 

Senator Brstz. Senator Cotton. 

Senator Corron. Mr. Kalijarvi, or Mr. Secretary, you have men- 
tioned the bills that are before this committee. Just to make the 
record complete, you are aware of the fact, probably, that the Austrians 
desired also to have a bill introduced to enable them to make certain 
purchases ¢ 

Mr. Kauisarvi. That is correct. 

Senator Porrrr. Now, is it a fact that in the case of the Austrians, 
they have a somewhat different status than some of these nations, in 
that they were not an independent nation at the time of the act in 
1946, and were unable, if they desired, to come under it. 

Mr. Kauisarvi. Yes, we have great sympathy for their position and 
we thoroughly appreciate the difficulty they have. Of course, the 
have no coastline. That is the kind of situation, Senator Rchaeredl, 
that we had in mind when we indicated that there might be situations 
that would not be precisely covered by the coastwise shipping pro- 
visions of the maritime bill. 

Senator Porrer. Mr. Chairman, as I said at the opening of the 
hearing, I will introduce that bill, not because I am championing the 
idea of selling the ships, but because I think as a matter of record the 
record should show that they are given the same consideration that 
these other nations are receiving. 
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Senator Biste. I think that is very wise. 

Senator Lausche. 

Senator Lauscue. Are you familiar with the bill proposed by the 
Maritime Commission ? 

Mr. Karisarvi. Yes, sir, I am. 

Senator Lauscue. That does not cover the conditions which you 
have in mind in the last part of your statement ? 

Mr. Kauisarvi. That is right, and that is why the two last para- 
graphs of my statement are stated as they are, Senator. 

Senator Brstz. May I understand your answer, Mr. Secretary: Do 
I understand you to say that the bill proposed by Maritime does or 
does not meet those conditions ? 

Mr. Karisarvi. It does not meet those conditions. 

Senator Lausue. In other words, the Maritime bill contemplates 
sales only in those instances where they will be used for coastwise 
traffic of the nation buying ? 

Mr. Kauisarvi. That is right. 

Senator Lauscne. And your thought is that there might come a 
time when sales would be made to foreign nations allowing the use 
of those ships on international traffic on a limited scale or otherwise ? 

Mr. Kauisarvi. That is right. 

Senator Lauscue. And that bill is not pending? 

Mr. Katisarvi. That is correct, and if and when such bills might 
come before the Congress, we would want to have a perfectly free hand 
to make such recommendations as we choose, and not be restricted to 
coastwise provision, as indicated by our support of this particular 

ill. 

Senator Scuorrret. Mr. Chairman, would the Senator from Ohio 
yield? 

Senator Lauscue. Yes, surely. 

Senator Scuorpret. I understand that it would take an entirely new 
approach, legislativewise, to go beyond the restriction on the coast- 
wise trade? 

Mr. Kauisarvi. That is my interpretation. 

Senator Scuoerret. In the event that that situation develops in the 
judgment of the Department, or those in authority at that time, it is 
your considered judgment, then, that the matter would have to be 
covered by legislation. Then the conditions attached in the last two 
paragraphs of your statement would apply ? 

Mr. Karisarvi. Precisely. That is my interpretation. 

Senator Bree. I understand that, Mr. Secretary, but if that is true, 
why doesn’t the maritime bill specifically say that it is limited to sales 
of ships that are engaged purely in coastwise operation? Does it 
specifically say that? 

Mr. Kauisarvi. Yes, it does. 

Senator Brstz. Would you point out where? We read it very hur- 
riedly this morning, and this is the first opportunity I have had of 
seeing it. I didn’t realize it was so restricted. 

Mr. Katisarvti. In section 3 (a), Mr. Chairman, on page 4, you will 
find the last part reads— 

* * * except as herein provided, shall be used only in the domestic coastwise 
trade of that nation. The Secretary of Commerce may permit waivers of the 


requirements of this subsection for the period during which the vessel is in 
transit to the applicant nation after delivery. 
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There is just one narrow, small exception, namely, when the vessel 
is going out from the United States. Otherwise the provision is tight, 
as we interpret it. 

Senator Bratz. And can be used only in domestic coastwise service ? 

Mr. Kauisarvi. That is the way we interpret it. 

Senator Bratz. Mr. Secretary, we have before us for consideration a 
bill for sale of ships for use in the coastal trade of Italy. Would that 
meet the standards set up in the general bill ? 

Mr. Kauisarvi. If it is coastal trade, yes. 

Senator Brstz. There is also a bill before this committee for the sale 
of a certain number of merchant-type vessels to the Government of 
India for use in coastwise trade of such country. Does that bill meet 
the standard in that one respect insofar as your Department is 
concerned ¢ 

Mr. Katisarvi. I would think so, yes, sir. 

Senator Bretz. And then we have a bill to authorize the sale of four 
merchant-type vessels to citizens of Mexico for use in the intercostal 
trade of Mexico. 

Mr. Kauisarvi. My colleagues tell me that under the bill these ves- 
sels would have the right to call at Brownsville and San Diego. The 
bill therefore would not fall within the provisions of the contemplated 
legislation. 

Senator Brste. And for what reason, would you point that out? 

Mr. Katisarvi. Because of going to Brownsville and San Diego. 

Senator Bretx. Because of the two American ports it would serve; 
is that correct ? 

Mr. Karisarvi. Yes. 

Senator Bratz. I assume that the bills for sales to the citizens of 
the Federal Republic of Germany do not meet the provisions of the 
legislation proposed by the Maritime Commission ¢ 

Mr. Kanisarvi. I would think not. 

Senator Biste. That is because they are not limited to coastwise 
trade? 

Mr. Kaursarvi. That is right. 

Senator Lauscue. In the letter of June 7, 1957, sent to the chairman 
of this general committee, the Department of State made certain 
recommendations and then finally recommended that sales legisla- 
tion should be of a general nature and should contain limitations safe- 
guarding the interests of the American merchant marine. 

Do you emphasize this subject of general nature because of any 
special reason ? 

Mr. Kautsarvi. Yes, sir. 

Senator Lauscue. May [have your reasons for that? 

Mr. Kauisarvi. We have always felt that if we began discriminat- 
ing between countries we would find ourselves in an impossible situa- 
tion. Therefore, rather than deal with specific proposals out of con- 
text with all of the proposals that were before us, which would place 
us in danger of discrimination, we have sought the general approach. 

Consequently, we felt it better, safer, and more consistent with good, 
sound foreign policy, to deal with these problems on a general basis, 
and then fit each specific request into the general context. 

Senator Lauscue. In effect, then, in your efforts to adopt the gen- 
eral policy equally applicable to all who wish to buy, your efforts be- 
come nullified if and when special legislation is passed by the Congress 
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to deal with the special situation for which you refuse to make a 
grant ? 

Mr. Kauisarvi. I don’t think we would interpret it that way, 
Senator Lausche. We would consider legislation, in which we felt it 
desirable to support a particular request or proposal by a country, as 
an exception to the general principle. The general principle could 
very easily work a hardship in terms of the general overall interests 
of the United States, if rigidly applied. 

Senator Lauscur. Then may I ask you, what are the dangers if 
we start passing special legislation, to which you obviously object, 
when you say the legislation should be of a general nature? Why do 
you emphasize the generality of the legislation over and above specific 
bills to deal with specific problems ? 

Mr. Katisarvi. It would be possible, and it would be the regular 
procedure under the contemplated legislation to consider each pro- 
posal in terms of the total picture. 

Now, if it is found that the national interests dictate an exception 
which is not covered by the general principle, our support would be 
given to that exception on the basis that the national interests are not 
adequately covered by the general legislation. 

Senator Lauscue. What I have in mind, since I have been on this 
committee, I find myself asked to perform administrative functions 
by passing special laws making grants and taking care of conditions 
which the general administration refused to yield to. That is why I 
subscribe to your theory that we ought to pass a law with general 
policy and general provisions, instead of dealing specifically with 
specific problems when they come to us. 

Senator Bratz. Senator Cotton. 

Senator Corron. Is it a fact that the State Department has received 
requests or has knowledge of the desires of a number of other countries, 
besides these represented by these bills, for ships ? 

Mr. Kaurisarvi. There have been over the past months several re- 
quests, consultations with the Department, with respect to the interests 
of many countries in this legislation. 

Senator Corron. I have been informed that there were 18 other 
countries not named here who want to purchase ships in the amount 
totaling around 200 ships; is that approximately right ? 

Mr. Katrisarvi. It is hard to say what the precise number would be. 
We approach this problem from the other end. We know that there 
simply are not enough ships to go around to take care of all the requests 
that are before you and that it will be necessary to determine or set 
up priorities. In the terms of those priorities a number of these re- 
quests simply cannot be lived up to. The number of vessels has shifted 
as countries have lost interest or others have come in. There have 
been times when there have been—well, anywhere between 100 and 
200 vessels indicated—that countries have been interested in. 

Senator Corron. Could you give us even a general estimate, what 
proportion of those requests are for ships to be used purely in coast- 
wise trade of the countries seeking the ships? 

Mr. Merritt. It would be markedly less than half, taking always 
into account that the applications, many are of such a vague nature— 
expressions of interest—that we cannot tell at this moment how firm 
they are. 
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Senator Corton. So that the actual desires of countries to get ships 
under the terms that are approved by the bill presented by the Mari- 
time Commission would probably be less than half of the total that 
have been requested—that means it would be less than 100 ships. 

Mr. Merrtiu. I think unquestionably that is correct, sir. 

Senator Corron. Considerably less than 100 ? 

Mr. Merritt. I really can’t say for the same reason that they are 
not sufficiently firm in every case. This isan estimate. 

Senator Corron. Could you give any estimate of those requests 
that you do know of that involve only coastwise use of the ships? 

Mr. Karisarvi. We would have to take that back to the Depart- 
ment. Could we report it and send it in for the record? 

Senator Brste. The question is certainly a fair question. We are 
trying to determine how broad the request is. 

Senator Corron. A general estimate of the known requests for 
— for purely coastwise use I think would be useful for us to have. 

enator Lauscue. The total number and then the division. 

Senator Brste. The total number and division as to countries ? 

Senator Lauscue. Total number of applications and division of 
those applications for international and costwise service. 

Senator Cerron. Yes, if possible. 

Senator Bratz. Would you furnish us that information, Mr. Sec- 
retary? You possibly have it now. 

Mr. Katisarvi. We have figures as of about 2 weeks ago. These 
are the requests: Liberties 136, of which 24 are for coastal and 112 
are for international trade. CIMAVI’s 82, of which 80 are for coastal 
and 2 for international trade. 

Senator Lauscue. What do those initials mean ? 

Mr. Merrit. It is a small ship of about 4,000 tons, Senator, and 
that is the Maritime Administration’s designating code. 

Senator Brstz. The Chair is informed simply for the purposes of 
the record, that we have 34 of them in the mothball fleet at the present 
time. 

Mr. Katisarvr. Then there is a smaller variation, Mr. Chairman. 
Four C-2’s, and three C-—4’s, all of which are for international trade. 
Liberty tankers, one for international trade, a grand total of 226 
vessels, of which my rapid calculation, subject to correction, is that 
104 are for coastal trade. 

Senator Corron. So that if the Congress should pass the bill pro- 
posed by the Maritime Commission, it could result in the sale, if the 
other requirements were satisfied, of more than 25 or 30 ships? 

Mr. Kanisarvi. Yes. 

Senator Bratz. Does that give you the information you desire, Sen- 
ator Cotton ? 

Senator Corron. Yes. 

Senator Brstz. Senator Schoeppel. 

Senator Scnorpret. In the information you would furnish the com- 
mittee, would it indicate a breakdown by nations or would that be 
withheld because of the nebulous type of an approach or request ? 

Mr. Kanisarvi. It would be difficult, Senator, for the simple reason 
that while some requests are firm, others are an indication of the in- 
terest and you have the full range between those. 
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Senator Scnorrret. Now might I ask one general question: Among 
these requests there have been several South American representa- 
tives and countries? 

Mr. Kauisarvi. That is right. 

Senator Brste. Any further questions? Has the staff any ques- 
tions? 

Mr. Luckey. Yes, Mr. Chairman. 

In the proposed bill of the Maritime Commission, I restrict my 
questions to the use of these vessels in the intercoastal trade of the 
countries concerned. 

One of the conditions of sale is, after consultation with and recom- 
mendation from the Secretary of State, the use of such vessel in the 
merchant marine of the applicant nation would strengthen the econ- 
omy thereof. 

hen in your statement you state that the requirement which prop- 
erly should be met in any sale of reserve fleet ships is that the sale 
will advance the interests of this Nation as well as the purchasing 
country. 

Now, it seems to me, under those two statements, the Department 
of State is making the determination of whether or not the sale of 
ships to country X will assist country X in their domestic develop- 
ment. Now, how is a study like that made, as far as your Depart- 
ment is concerned ? 

Mr. Katisarvi. Well, there are many different ways in which the 
determination would be made. One of the ways might be in deter- 
mining the makeup of an aid program, let us say, in which case the 
economic development program for a particular country may have 
been agreed upon. At such time, the sale of vessels for the purpose of 
economic development and assistance could be consistent with that 
particular purpose. 

ow, I can’t tell you how, in a specific instance, a program for 
economic development might be evolved. You have it also under 
Public Law 480, for example, where determinations must be made 
on the use of local currencies on a loan basis. There are other ways, 
too, but these are typical. 

Mr. Luckey. But you would have to make the determination be- 
fore the Secretary of Commerce could go on and sell the vessel under 
the proposed legislation. You stated you attempted to handle all 
applicants and foreign countries in a similar manner. Would you not 
be put in an embarrassing position if general legislation were passed 
whereby you approved the sale of vessels for country A and did not 
include them for country B? It would be putting the arrow straight 
on the State Department rather than on the Department of Com- 
merce or on United States maritime policy. 

Mr. Kaxisarvi. I am not sure I understand your question, but, it 
seems to me, as was brought out in the earlier question that what is 
done, first, is to attempt to fit a particular request into the broad, gen- 
eral rule. Then if the request of a country does not fit into the general 
category, you deal with it as an exception. The question would obvi- 
ously be one of priority, in case you had to draw a line of distinction 
between the kind of request you would support and the kind you 
wouldn’t support. I think it 1s a matter of judgment. The finger is 
very frequently pointed at the Department. It has to make deter- 
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minations and decisions, and some of them are not very popular. I 
think this might be one of those situations where a determination 
would have to be made. 

Senator Lauscue. May I interrupt? 

Senator Brsix. Senator Lausche. 

Senator Lauscue. If you find a situation that is an exception and 
does not fit into your program, how would you propose to solve that; 
by special legislation or by a general law ? 

Mr. Katisarvi. Special legislation. 

Senator Brstz. It would then come back to the Congress? 

Mr. Katisarvi. Precisely. And I would assume that, if there were 
enough of these exceptions that came along, the Congress would be 
requested, or asked, to amend the general legislation to take care of 
those requirements. 

Senator Bree. I understand your position. 

Mr. Luckey. You are speaking there specifically of wider trading 
rights ? 

Mr. Kaurisarvi. That is right. 

Mr. Luckey. If you have this general legislation where you have 
three countries, A, B, and C, coming in for Liberty-type vessels in 
their coastwise trade, they fit all the requirements as far as the pro- 
posed legislation is concerned, the Navy releases the ships, Maritime 
has no objection, et cetera, and they agree on price and the final ques- 
tion comes down to you as to whether or not you believe the sale of the 
vessels to countries A, B, and C is good for their domestic development. 
Now, would that not be putting an onus on you that you do not have at 
this time, putting you in a position that you have not been in up until 
this time? 

Mr. Katisarvi. It would be placing an onus on us, I suppose, but it 
is in the very nature of the problem to have to make a decision and 
determine priorities. It seems to me that that is in the picture, here, 
whether you do it on the basis of 200 vessels, with all kinds of requests 
before the Congress on which you would have to take a position, or 
whether you do it administratively and exercise a discretion within the 
administrative range that is available to you. 

Mr. Luckey. The State Department has no complaint about being 
put into this position. 

Mr. Karisarvi. No. We feel it necessary to have a part in this 
determination in that this is the very heart of some of our relations 
with other countries. 

Mr. Bourson. Mr. Chairman, I would like one question. 

Mr. Katisarvi. Certainly, Mr. Bourbon. 

Mr. Bovurson. In meeting the requirements in any sale, you say that 
the sale will advance the interests of this Nation. In that considera- 
tion, do you consider existing discriminations by foreign nations 
against American shipping as one of the things that you believe may 
tend to prejeduce you against selling ships to such country ? 

Mr. Kauisarvi. My answer is a resounding “Yes.” 

Mr. Bourson. That did work out very effectively in the sale to 
Brazil, did it not? 

Mr. Karisarvi. That is right. 

Mr. Bourson. And it will be a consideration in any future sale? 

Mr. Kaurisarvi. That is right. 
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Mr. Bourson. Would you say that there is a great amount of dis- 
crimination against American shipping now among the nations that 
want to buy ships from us? 

Mr. Katisarvi. I will have to turn to one of my colleagues for that. 

Mr. Mann. It comes and goes, Mr. Bourbon. At one time I believe 
that Brazil had a pretty clean slate as to discrimination. Now we hear 
that Brazil may be planning others, but I don’t believe they have taken 
place yet. We haven’t looked at it from the standpoint of who might 
be discriminating and whom we should have a few words with when 
they come in to talk with us, but we keep the subject of discrimination 
usually before us, and we seldom miss an opportunity to mention it if 
we have reports that it exists. 

Mr. Bourson. And you will not recommend the sale to any nation 
where there are existing discriminations of some important nature ? 

Mr. Kanisarvi. I don’t think we could give a categorical answer to 
that, because we do not know what the circumstances and situations in 
a particular case might be. 

Senator Bretz. Are there any further questions? If not, thank you 
very much, Mr. Secretary. 

(Subsequently the Department of State submitted the following :) 


DEPARTMENT OF STATE, 
Washington, July 16, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, United States 
Senate. 


Deak SENATOR MaGnuson: During the hearings on June 10, 1957, before the 
Merchant Marine and Fisheries Subcommittee of the Senate Interstate and For- 
eign Commerce Committee, the representative of the Department of State was 
requested to supply for the record the number of foreign requests to purchase 
vessels from the United States reserve fleet for operation in the coastwise trade 
of the applicant country. 

The Department of State is aware of requests for 107 vessels for coastal opera- 
tion. Eighty of the vessels requested for coastal use are of the C1-M-—AVI1 type, 
24 are of the Liberty type, and 3 are of the N-3 type. 

In a large majority of cases the Department of State probably will find it not 
possible to determine the presence of sufficient contribution to the interests of 
the United States to justify supporting the requests. Nevertheless, requests 
aggregaing 80 C1—-M-—AV1’s, for example, taken in conjunction with additional 
requests for vessels for other than strictly coastwise service and applied to the 
12 vessels of this type which the Department of Defense has indicated a willing- 
ness to agree to lease, indicates the underlying reason for the view of the Depart- 
ment of State that all requests for sales of ships should be considered as a group. 
Only by so doing would it be possible to determine priorities and the allocation 
among applicants which most clearly serves the interests of the United States. 

Sincerely yours, 
JouHN S. Ho@HLanpn II, 
Acting Assistant Secretary for Congressional Relations 
(For the Secretary of State). 


Senator Brete. Mr. Cross and Mr. William A. Underhill, counsel, 
American-German Coal Transport Co. I don’t know if one or both of 
those gentlemen are here. 

These gentlemen both have other commitments this afternoon and 
a full day tomorrow and they did make a special request that they 
be heard so they could accommodate their otherwise busy court calen- 
dar. We have granted their request. 











54 SALE OF SHIPS FROM RESERVE FLEET 


STATEMENTS OF JOHN W. CROSS AND WILLIAM A. UNDERHILI, 
AMERICAN GERMAN COAL TRANSPORT CO. 


Mr. Cross. My name is John W. Cross. This is Mr. William A. 
Underhill. I am a lawyer with offices in the Southern Building, 
Washington, D.C. I am appearing here this morning in support of 
Senate Joint Resolution 90, which is now before you and for your 
consideration. I am representing the American-German Coal Trans- 
port Co., a German corporation. This corporation is prepared to 
purchase obsolete coal-burning Liberty ships, contract for purchase of 
over 2,000,000 tons of American coal annually, and sell this coal to 
Western European countries, West Germany in particular. These 
countries are badly in need of this additional energy supply. 

Provisions of the bill : 

Senate Joint Resolution 90 would authorize the Secretary of Com- 
merce to sell not more than 24 coal-burning Liberty-type vessels on 
an as is, where is, basis to the American-German Coal Transport Co. 

In order to insure that these vessels will not engage in unlimited 
competition with American ed companies and American labor, 
it shall be a condition of such sale that during the 10 years following 
the execution of the contract of sale on any such vessel, it shall be used 
only for the transport of American coal to Western European ports, 
and shall return to the United States in ballast and shall not carry 
cargo into any United States port. 

Under the terms of the bill, the vessels will be sold at prices deter- 
mined under section 3 of the Merchant Ship Sales Act of 1946, which 
amounts to in excess of $13,000,000. The purchaser is required to 
pay 25 percent down with the balance due in equal installments over 
a 10-year period with interest at the rate of 314 percent. In order to 
exercise a right of prepayment, the purchaser would be required to 
enter into an undertaking, with sureties approved by the Maritime 
Administrator, guaranteeing that such vessel shall not be operated 
except in accordance with the restrictions placed on them by the act. 

The proposed legislation providing for the sale of these 24 obsolete 
coal-burning freight ships, which are now in mothballs, to the Ameri- 
can-German Coal Transport Co. is in the public interest and will 
accomplish the following objectives : 

1. It will create an important foreign market for over 2 million 
tons of American coal annually. 

2. It will supply most basic and essential aid to a friendly nation 
which is rapidly becoming one of our most important European allies. 

3. It will convert a fleet of completely obsolete and useless coal- 
burning ships into a cash asset for the United States and eliminate 
current maintenance expense. 

4. It will provide transportation and sale abroad of large quantities 
of American coal and, at the same time, will not be in competition 
with American ships and American labor. 


CREATE NEW MARKET FOR AMERICAN COAL 


West Germany needs American coal. The postwar industrial and 
commercial expansion of Western Europe and the increasing shortage 
of coal required to support such expansion is rapidly precipitating a 
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situation which necessitates the increasing dependence, particularly of 
West Germany, on American coal. , 

Beginning with the year 1948, the year of currency reform and 
hence the starting point of West Germany’s industrial recovery, the 
Whole industrial index for West Germany has increased from 63 to 
223 or 354 percent. That is using 1936 as the norm of 100. 

During the same period, the coal-production index has increased 
from 79 to 121 or 140 percent. Coal production in West Germany 
is now lagging seriously behind industrial progress. Among the more 
important reasons contributing to the inability of West Germany to 
meet its increasing coal requirements for steel production and genera- 
tion of power are the following: 

(1) Geological and technical conditions which exist in German 
mines which make the use of mining machinery impracticable. 

(2) Germany’s and Europe’s amazing postwar industrial expansion. 

(3) A crucial and critical shortage of labor. 

(4) Ever-increasing consumption of coal-generated electric power. 

(5) The necessity for exporting large quantities of coal to Sweden 
in exchange for essential high-grade Swedish iron ore. There are 
also existing commitments for exporting German coal to other Euro- 
pean countries. 

(6) Germany’s increasing steel production. 

Great Britain can be of no assistance in meeting the demand for 
German coal. For the first time in her long industrial history, Great 
Britain is importing more coal than she exports. 

The coal industry in this country for a number of years has been 
facing yreat difficulties and many mines have been shut down, many 
miners out of work, many idle railroad cars. Each Liberty ship will 
make 9 to 10 round trips a year between the American east coast and 
Europe. Each carries about 9,500 tons of coal. There was a news 
story in a Norfolk, Va., newspaper about 10 days ago to the effect that 
each loaded ship meant approximately $22,500 in wages for the Amer- 
ican coal miners. Thus, it seems that the sale of these ships would 
mean a substantial economic gain for the American coal operators, 
miners, and railroads. This bili would permit the additional loading 
of 2 ships every 3 days—a new market will be opened. 


ECONOMIC RECOVERY BY TRADE, NOT AID 


West Germany’s economic recovery may be furthered by trade, not 
aid. The economic and military strength of several of our Western 
European allies leaves much to be desired. The most striking and 
recent evidence of this trend is the decision of Great Britain to lighten 
its economic burden by reducing its military expenditures. While such 
a move is viewed with understanding and sympathy by many Ameri- 
cans, such a step by our most powerful and friendly ally focuses at- 
tention on the national necessity of maintaining a sound and expand- 
ing economy among our Western European allies. The United States 
has spent billions of dollars in England, France, Spain, and Italy and 
other European countries in recent years to further this objective. 

Consistently since 1948 Germany has continued its economic prog- 
ress and advance toward self-sufficiency as a nation. Its proximity 
to East Germany and the Soviet bloc of countries makes it a most stra- 
tegic area and its continued alliance essential. 
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It is elemental that if the German economy and industrial expan- 
sion is to continue a solution must be found for its most basic industrial 
requirement—an adequate fuel supply at economically feasible cost. 
This is not possible today with existing transportation facilities. 

The program fostered by this legislation is to encourage trade in 
lieu of aid. As contrasted with very extensive aid granted many 
Western European nations it is now proposed that we facilitate West 
Germany’s economic recovery by placing it in a position to acquire 
an essential American commodity in the world market, In this con- 
nection it is most pertinent to note that while since the war many 
countries have been permitted to acquire American ships—to date 
Germany has not. As a result every Western European power now 
has a larger merchant marine than it had at the outbreak of World 
War II, except Germany. 

Sale of the obsolete coal-burning vessels will convert a maintenance 
liability into a $13 million Government asset. 

The ships designated by the legislation were actually obsolete when 
they were built. They are the only remaining coal-burning ships con- 
structed during the war period by the United States Government. 

As of June of last year, there were 34 coal-burning Liberty ships in 
the reserve fleet. They were built in Canada under the ica Seaee 
program and were delivered in the period of 1942-43. Some of these 
vessels were sold under the Merchant Ship Sales Act of 1946 for for- 
eign-flag operation but none were sold for American-flag operation. 
The reason for this is that American crews will not operate this type 
of equipment. No vessels of this type have been sold since January 
15, 1951, the date of expiration of the sales authority under the 1946 
act. 

Those vessels never have been and never can be operated with Ameri- 
can crews. During the war they were given to England and there- 
after operated with Indian labor crews. At the close of the war, 
they were returned to the United States and were immediately placed 
in mothballs where they have since remained. There is no other de- 
mand or use for these ships. 

Senator Lauscur. They have remained there since when? 

Mr. Cross. They have remained there since 1951. Actually 1942. 
Some were sold between 1942 and 1951, but most of them have been 
there since 1951 and most of them since 1942. 

They represent only a small fraction of the total number of Liberty 
vessels of all types now in mothballs. I understand there are approxi- 
mately 2,000. 

The Administrator pointed out there were 2,000 total, including 
1,400 Liberty ships and 34 coal burners. 

The sale of these obsolete coal-burning vessels would bring into 
the Treasury in excess of $13 million. Under the terms of the act, 
each vessel would be sold at approximately $544,000. This figure 
is arrived at in accordance with the formula provided in the existing 
law. 

(a) These vessels, if authorization is granted for their purchase, 
will have to undergo repairs of approximately $200,000 to $300,000 
per ship. It is the intention of the company to have this work done 
in American yards. This will be an additional aid to the American 
industry and labor. 
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(6) An additional factor the committee might consider would be 
the desirability of earmarking the money obtained by the sale of these 
ships and use it as a revolving fund or in any proper manner for the 
development of a modern American merchant marine. It could 
actually be a replacement program—replace the old and useless ships 
with new, fast, modern cargo carriers. 


SHIPS NOT IN COMPETITION WITH AMERICAN-FLAG VESSELS 


Section (b) of the proposed legislation provides: 


In order to insure that such vessel will not engage in unlimited competition 
with American citizens it shall be a condition of such sale that during the 10 years 
following the execution of the contract of sale of any such vessel it shall be used 
only for the transportation of American coal to Western European ports, and in 
returning to the United States shall be operated in ballast and shall not carry 
cargo into any United States port. 

These provisions were included after discussion with the Maritime 
Board in order to insure they would not be used to compete with 
United States-flag vessels. American-flag vessels are not interested in, 
nor are they carrying any substantial amount of coal today. In 1956, 
American bottoms carried only 3 percent of American coal shipped to 
Europe. 

Recently, an American corporation called the American Coal Ship- 
ping Co. was formed by the United Mine Workers, certain coal opera- 
tors and railroads. The purpose of this group was to transport Ameri- 
can coal. This group has obtained a number of oil-burning ships and 
they are now delivering some coal. Passage of Senate Joint Resolution 
90 should in no way be injurious to this group. 

I will amend my statement here to say, We believe since the Admin- 
istrator’s statement—we believe the market for American coal in 
Western European countries is large enough for both groups to operate 
at full capacity for the foreseeable future. 

Let me say again that I consider Senate Joint Resolution 90 entirely 
in the public interest and that it will furnish a new market for 
American coal which will benefit American labor, American coal 
operators and American railroads while, at the same time, providing 
a means for Western European nations to meet the energy needs for 
their industrial expansion by trade rather than economic aid from the 
United States Treasury. 

American-flag lines will not be injured by the sale of these 24 obso- 
lete coal-burning ships to the American-German Coal Transport Co. 
since they are not now carrying this traffic and the restrictions on the 
use of the ship will prevent any competition which might arise by the 
‘arrying of cargo from West Europe to the United States. 

In addition, the Treasury of the United States would be enriched by 
several millions of dollars and, at the same time, the Government 
would be relieved of the liability of maintaining these ships in moth- 
balls. 

Senator Brsitx. Senator Purtell. 

Senator Purre.t.. No questions. 

Senator Bratz. Senator Cotton. 

Senator Corron. Mr. Cross, since this bill has been introduced there 
have been statements made that these coal-burning ships could be con- 
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verted to oil burners at a cost of not more than $50,000 apiece. Do 
you have any comment on that ? 

Mr. Cross. I think they can be converted. I could not give you an 
appropriate figure on the cost. It is the intention of this group, of 
course, to operate them as coal burners and there is no doubt about that 
point insofar as these are concerned. 

As far as I know, there is the only bill which refers specifically to 
coal burners. 

Senator Corron. If that is true, it is a relevant part of consideration 
of the bill because one of the reasons advanced for the bill is that it 
provides a use for these semiobsolete vessels. I was a little skeptical 
about that price. 

Mr. Cross. I am skeptical about the price, but I am not prepared 
to give you afigure. I would like to have an opportunity to investigate 
and supply a figure if that is permissible. 

Senator Bratz. It is permissible. 

Senator Corron. I notice you say these will not be in competition 
with the American coal shipping companies. You heard Mr. Morse’s 
testimony that the use of any of these vessels to transport American 
coal to the Republic of Germany would be in competition and it would 
mean they could get the coal over there at a lesser price than they are 
advised to pay. You disagree with that. Would you amplify your 
statement on that a little? 

Mr. Cross. Yes. 

This group, which is really West German coal users, are the group 
of people which really created in West Germany this market for 
American coal. ‘They started back in 1946 purchasing this coal. Cer- 
tainly between the principal individuals involved, there is no antipathy 
between our group and the American transporters. 

Now, our interests here—the difference between the group that we 
represent and I think most of the other bills before you, is that we are 
not interested in the shipping business, per se. We are interested in 
buying coal. Now, the emphasis of my people is that they are engaged 
in selling coal, developing Western Germany, supplying coal energy, 
as distinguished from gas and perhaps some oil. 

They are the buyers. They know that in past years they have been 
up against an inadequate market, that it has prevented the full ex- 
pansion of Germany and Western Europeaneconomy. In other words, 
their statement is that experience shows that the sources of transporta- 
tion which have been available have not adequately taken care of this 
market, and they cannot premise an economy upon a transportation 
situation which they fear will be inadequate. 

Senator Corron. But Mr. Morse’s point was, as I understand it, that 
the American—and I am simply asking you this question so we can 
get all the facts—that the American Coal Shipping Co. is at present 
retarded in its development by the present low price being paid for 
transporting coal and the new facilities would keep that price down 
and prevent their developing. 

Mr. Cross. I thought Mr. Morse’s statement was that the present. 
problem had been labor troubles, to some extent. 

Senator Corron. Youareright. He gave that as one of the reasons. 
As a matter of fact, these ships, would they be transporting coal at 
a much less cost than it would cost the American shipping companies? 

Mr. Cross. Well, I would say that would be a matter for determina- 
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tion. I think our people are not primarily interested in that. What 
they are primarily interested in is a sufficiently adequate transporta- 
tion supply so that industry can depend on it. That is really their 
position. 

Senator Corron. You are also making the point, I take it, that this 
number of vessels, the capacity would be limited so that there couldn’t 
be a permanent source of danger to the other shippers of coal to 
Germany ? 

Mr. Cross. That is correc t, and we have done everything we can to 
include protective provisions in this bill. 

By the way, I might mention to the committee, if there are other 
protective provisions which they would think would be helpful or 
essential, we would have no objection. 

Senator Brstr. Senator Lausche. 

Senator Lauscner. Mr. Cross, the American-German Coal Transport 
Co. isa German corporation ? 

Mr. Cross. That is correct, sir. 

Senator Lauscue. Does it have any American capital in it, as far as 
you know ? 

Mr. Cross. It has not. 

Senator Lauscur. Now, then, 1 observe from page 5 of your state- 
ment that the program which this company is promulgating is the 
encouragement of trade in lieu of aid to West Germany ? 

Mr. Cross, Yes. 

Senator Lauscur. You make the statement: 


~ 


In this connection it is most pertinent to note that while since the war many 
countries have been permitted to acquire,American ships, to date Germany has 
none. ‘ ai 

Mr. Cross. That is correct. 

Senator Lauscur. Now, will you elaborate on that, sir? 

Mr. Cross. I think that is the same situation Senator Cotton brought 
out awhile ago, during the period when the Maritime Commission 
sold ships, Western Germany did not get them. It is the same situa- 
tion as Austria. They just were not selling to West Germany an 
at that time. and in addition I doubt the economic situation had a 

yanced sufficiently then to support this type of movement. 

The German economy was pretty well staggered about until the year 
1948, when the currency reform bill came through. 

Senator Lauscur. On page 7 you make the statement: 


In 1956, American bottoms carried only 3 percent of American coal shipped 
to Europe. 

Mr. Cross, Yes. 

Senator Lauscur. That is correct ? 

Mr. Cross. Those are the figures I have. 

Senator Lauscur. Can you give me an idea of what country’s ships 
did the maine arrying of this coal ? 

Mr. Cross. I can read you the figures which T have. By the way, 
I think that exact figure of 3 per cent probably—I would like to amend 
that to say the first ‘half of 1956. These figures are broken down to a 
first-month total. I can give you those figures if you would like to 
have them in the record, 
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Great Britain, 11.3 percent. United States, 3.1 percent. Italy, 24.2 
percent. Germany, 5.7 percent. All others, 55.7 percent. Those are 
the only ones of any significance. 

Senator Lauscue. Now, I observe that your company is willing to 
accept conditions which will eliminate the fear that cheap labor may 
have a destructive competitive influence on our carriers. 

Mr. Cross. Yes. 

Senator Lauscne. And you are of the belief that, inasmuch as our 
ships are only carrying 3 percent, there is strength and wisdom in 
your proposal that we allow West Germany, through its industry, 
to develop its carrying capacity ? 

Mr. Cross. Yes, but it is broader than that, Senator. This is a basic 
commodity for West Germany, as far as any industrial expansion is 
concerned. They have to have a sufficiently adequate coal supply upon 
which to premise their economic recovery. These vessels have never 
been operated by American labor on this side of the Atlantic. The 
mining labor group does profit by all the coal they sell, of course. 
It is our position and our sincere belief that this bill is of aid to the 
laboring groups of both America and Germany and is of aid to the 
economy of both America and Germany. 

Senator Lauscur. Do you have the optimism of being able to 
sustain this business by coming back with the empty boats from 
Europe to get the coal ? 

Mr. Cross. Our people tell us they can, yes. They have considered 
that. We started in talking to the Maritime Board about this about a 
year ago, and this question of competition with American vessels, of 
course, was the Maritime Board’s first thought, quite properly. As a 
result of that, we embarked upon quite an investigation as to how far 
we could go in insuring in proposed legislation that we would not 
compete, and after about 2 or 3 months’ study, they said that the ships 
would operate—could be operated with the provisions. 

Senator Lauscne. For my information, would you tell me why 
you were unable to conclude this type of transaction with the Mari- 
time Commission without getting special legislation here? 

Mr. Cross. Under the Ship Sales Act they just don’t have authority 
to sell them. 

Senator Lauscue. And there is no legal power to sell unless special 
authority is given ? 

Mr. Cross. That is correct, Senator. La 

Senator Brat. If the general act, as proposed by the Maritime 
Commission, were passed, that would be of no assistance to you? _ 

Mr. Cross. Not under the present wording of the provisions which 
were suggested this morning. 

Senator Brntr. That is limited to coastwise trade? 

Mr. Cross. As I heard that this morning, I started working it over a 
little, and I can think of a very slight amendment that would cover it. 

Senator Brstx. No doubt you can. 

Senator Lauscue. What is it? 5 

Mr. Cross. Directed toward the question of competition with Amer- 
ican vessels. 

Senator Porrer. That amendment wouldn’t do you much good, 
would it, in view of the fact that Mr. Morse, if I understood him cor- 
rectly, in reply to a question of mine, rather clearly indicated that if 
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they only had permission from Congress to do it, they wouldn’t do it 
anyway. 

Mr. Cross. Yes, that probably would be the real point. 

_ Senator Lauscue. Do you care to express an opinion upon this pol- 
icy of trying to insure for those companies, which bought these ships 
since the act was passed, freedom from competition ? 

Mr. Cross. Yes. We favor it. As far as we know, this will not 
compete with any ships which have been sold since the passage of the 
act. I could be in error on that, but I do not believe that any of them 
are in the coal trade. 

Now, the only thing which even approaches that is this American 
Coal Transport group, and those actually are charters, you see, so far 
as I know, these do not compete with any vessels which have been sold, 
and under the restrictive covenant, so to speak, of our draft of legis- 
lation, we would not run counter to that. 

Senator Lauscue. That is all I have. 

Senator Brate. I think it is a fair summary to say, Mr. Cross, even 
if the German bill were passed—even with the amendment suggested 
by you—that with the attitude expressed by the Maritime Commission 
this morning, it wouldn’t be of much assistance to you or your client; 
is that correct ? 

Mr. Cross. That is correct. 

Mr. Bourson. Senator, could I ask a question ? 

Senator Brsie. Surely. 

Mr. Bourson. You say it is the intention to have the conversion 
work done in the American yards; is that correct? 

Mr. Cross. Yes. 

Mr. Bourson. That is not in the bill, is it? 

Mr. Cross. No, there is not. 

Mr. Bovregon. It is not asin the bill last year? 

Mr. Cross. I don’t think there is any change in it. As a matter of 
physical fact, a large amount of it would have to be done in order to 
get them over there, but we would have no objection to it in the bill. 

Senator Brete. Any further questions? 

Senator Lauscue. Does this company have any ocean-plying ships 
now ? 

Mr. Cross. They are not in the steamship business. 

Senator Lauscue. Their transport services are limited to Germany? 

Mr. Cross. That is right, and limited to coal. 

Senator Brstz. They are not in the transportation business? 

Mr. Cross. That is right, this company is not. 

Mr. Luckey. Do you know of any coal-burning Liberty for sale 
on the open market ? 

Mr. Cnet. No, we do not. There may be, but we do not know. 

Mr. Luckey. One other question. In the event your bill is con- 
sidered favorably and you are permitted to purchase these vessels with 
25 percent down and the rest payable annually, not to exceed 10 years, 
do you think it is possible that your group could get the West German 
Government to guarantee payment ? 

Mr. Cross. That has not been considered. I was personally a little 
surprised this morning about the trend of that conversation. This is 
just a little bit of an accident. Actnally, we were following the 
financial provisions of the Hawaiian bill that was passed a year or so 
ago. That is how this figure of 25 percent down, 10 years, 314 percent, 
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came to be, and actually we haven’t approached it from a cash stand- 
point. 

‘Senator Lauscur. How long has this company been in existence? 

Mr. Cross. Well, this company and allied companies have been 
in the coal business since 1946, I would say, importing coal. Some 
of the individuals in it. 

Senator Lauscue. What is their capital? Can you give us some 
description of its fiscal status ? 

Mr. Cross. I don’t have it with me. I would be glad to file it. 

Senator Brstz. That can be furnished for the record. 

Mr. Cross. Yes. 

The information appears in the record at p. 286.) 
enator Porrrr. Do you have any suggestion on that provision of 

the Maritime Commission’s recommending of the State Department— 
the option to be sold back or chartered in case of national emergency ? 

Mr. Cross. We have no objection. It should be included. 

Senator Brstz. Any further questions? 

Thank you, Mr. Cross. 

This will conclude our hearings this morning, and we will stand 
in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 12:30 p. m., the committee recessed to reconvene at 
10 a. m., Tuesday, June 11, 1957.) 
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TUESDAY, JUNE 11, 1957 


Unirep Srates SENATE, 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to call, at 10:10 a. m., Senator Alan 
Bible presiding. 

Senator Brste. The hearing will come to order. 

This is the time to which the hearing on proposed vessel legislation 
was continued from yesterday. Senator Schoeppel is detained on 
other committee business and will be here later, 

Our first witness this morning will be Mr. Alvin Shapiro, vice pres- 
ident of the American Merchant Marine Institute. 

You may proceed, Mr. Shapiro. 


STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE, INC., WASHINGTON, D. C. 


Mr. Suaprrro. My name is Alvin Shapiro. I am vice president of 
the American Merchant Marine Institute, the largest national trade 
association of American ship owners and operators. Our members 
operate vessels into and out of virtually every major port overseas 
and in the United States. 

The institute appears here today to express its vigorous opposition 
to all 5 bills calling for the sale of 56 vessels from our reserve fleet to 
foreign registry, as follows: 

1. Senate Joint Resolution 66, 12 Libertys to India. 

2. Senate Joint Resolution 84, 6 Libertys to German flag. 
3. Senate Joint Resolution 90, 24 Libertys to German flag. 
4. S$. 2038, 10 unspecified vessels to Italian flag. 

5. S. 1644, 4 CI-M-A V1’s to Mexican flag. 

Each of the bills is somewhat different as to terms, conditions, or 
other details. 

Basically, our opposition rests on the fundamental premise that fav- 
orable action on any of them would be shortsighted at this moment in 
the history of the American merchant marine. Unquestionably, it 
would be inconsistent with the basic American maritime policy estab- 
lished by the Congress and which this committee, the industry, and 
each American in one way or another have worked so hard to make 
effective. 

Citing two of these fundamentals may be helpful. We have not yet 
achieved the type or quality of merchant marine stated as our basic 
goal in section 101 of the Merchant Marine Act of 1936, and con- 
tinuously accepted by successive Congresses as a desirable, and neces- 
sary maritime objective. 
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Secondly, section 11 of the Merchant Ship Sales Act of 1946 calls 
for the freezing of ships in the reserve fleet except under special cir- 
cumstances. Moreover, the Congress has established a mechanism 
of charter by which worldwide vessel shortages and consequent unrea- 
sonable rate levels can be held in check by the use of reserve fleet 
va. under American-flag operation. 

t is our position now, as in prior years, that it will be impossible 
for the United States to build a modern and efficient merchant marine 
to meet its commercial and defense requirements if we continue to 
maintain a bargain counter for the sale of war-built ships. 

Under the bills before you there would be sold to our foreign com- 
petitors tools for international—either directly or indirectly— 
——- at sea at prices which are fabulous bargains in today’s 
market even though this market has in fact witnessed a precipitous 
decline in the last 5 5 months, as I shall demonstrate later. 

The American shipowner has with considerable consistency opposed 
past efforts at reopening ship sales. It is true, however, and I Gisnk 
we ourselves should point out to the committee that in a few exce 
tional cases, now past, we have voiced little or no opposition and, in 
fact, may have favored certain foreign sales transactions. These took 

lace under special conditions which involved direct benefit to our 
leet, such as sales to the Philippines and Brazil. Because of the bene- 
ficial aspects of these transactions to the American industry they 
should, in our opinion, be put in a class by themselves. 

In order to convey the views of our members and to clarify the 
poaeee we take, I would like to give a brief review of surplus war- 

uilt. vessel sales under the 1946 statute. I realize the terms of the 
Ship Sales Act are well known to the members of this committee, so 
I will cover only a few of the more important aspects: 

A. Surplus war-built vessels were priced under a formula set by 
the Congress in order for the Government to recover as much of the 
original cost of these vessels as possible, but at the same time suf- 
ficiently low to attract purchasers. Less than half of the available 
fleet was sold. The Government’s motivating interest in ship sales 
today is, in our opinion, so overwhelmingly different from that which 
existed at the time of the enactment of the original statute that we 
see no reason why prices should remain stagnant at the statutory 
1946 level, a level which has become thoroughly unrealistic in the last 
several years. 

B. Vessels were available to American and foreign buyers on 
basically identical terms and cenditions except that American buyers 
had first preference of selection. 

C. In order to attract buyers, the Congress mandated that unsold 
vessels would be removed from the market, placed in a national defense 
reserve fleet, and not be offered for sale again. However, due to the 
slow recovery from the effects of World ‘War II and the continued 
demand for relief and rehabilitation in vast areas of the world, 
Congress extended the period of sale from 22 months to 24 months in 
the case of noncitizens and to 58 months for sales to citizens. 

D. American-flag buyers purchased 821 vessels for ocean trades for 
approximately $800 million; 1,113 vessels, for a total of $923 million, 
were sold for foreign registry. 

All the countries currently involved in legislation pending before 
this committee, with the technical exception of Germany, had ample 
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opportunity to purchase all the vessels of the types they now seek 
before the Ship Sales Act closed. As a matter of fact, Italy did buy 
123 ships and India 15. 

More than a decade has passed since the first offering of war-built 
ships was made. Purchasers, both American and foreign, of vessels 
under the act had every reason to believe that the United States 
Government would fulfill its obligations under the act by closing 
out sales and not let the vast number of surplus ships hang over 
the shipowner’s head as a continuous threat on the market by being 
available to potential competitors and to jeopardize the value of vessels 
already purchased. 

Since the close of the Ship Sales Act of 1946, there have been nu- 
merous attempts, particularly by foreign interests, to open the gates 
to our reserve fleet in order to gain advantage in the purchase of 
merchant vessels. It comes as no surprise, but it gives us real pause 
to ponder the genuine interest in merchant-ship operation of these 
applicants, when their requests come exclusively at the higher points 
in the market. This, in effect, means they want ships only when the 
price to be paid is well below real value. We feel certain that, if 
sales were put on a bid basis with the world market rate as the floor, 
their interest in many cases would vanish. 

Ship values throughout 1956 were at unusually high levels, due to 
a most satisfactory freight market. Both worldwide indicators— 
that is, the value of ships and the world market—of prosperity for 
the maritime industry have, in the last several months, definitely 
turned downward for a variety of reasons, probably the most promi- 
nent being the increased effective supply of worldwide tonnage. Dur- 
ing 1956, 505 freighters of over 414 million deadweight tons were 
delivered from world shipyards—none for United States registry. 
This is the equivalent of having added during 1956—just 12 months— 
7.3 percent to the tonnage available for sea trade on January 1 of 
that year. The actual and proportionate increases in 1957 will be 
just as great or greater, for there is a total pool of 15.7 million dead- 
weight tons of freight ships now on order. These will be fed slowly 
into the total world freight-ship supply. Vessels removed from our 
reserve fleet, particularly on a permanent basis, can only tend to con- 
tinue the downward trend in ocean freights. 

Transatlantic coal rates varied from $13.72 to $14.14 in the first 
week of January. However, fixtures reported during the last week 
of May varied from a low of $6.58 to a high of $6.72. The coal rate 
to the Mediterranean area has also shown a decline of similar pro- 
portions. In January, coal was being shipped to west Italy for $14.90 
aton. By the last week of May this rate had dropped to $7.50 per ton. 

If further evidence is needed, the rate on grain from the gulf to 
the Antwerp-Rotterdam range varied from $16.25 to $17 in the first 
week of January and has fallen to $8.50-$8.75 during the last week 
of May. 

If the committee will bear with me, I would like to comment briefly 
oy individual proposals as set forth in the various resolutions and 

ills. 

Senate Joint Resolution 66 authorizes the sale of 12 Liberty-type 
vessels or their equivalent to the Government or citizens of India. It 
stipulates that the price shall be no more than that set forth in the 
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Ship Sales Act of 1946, or the old floor price of $544,506. The latest 
sales price in the world market for Liberty freighters ranges from just 
under $114 million to just over $13, million. 

Senator Brstz. What is the latest sales price in point of time? How 
longago? At June 5, how were those sales posted ? 

r. SHapmro. These were sales in May. I cannot vouch for that 
at the moment, but I will tell the committee exactly the date of those 
transactions. 

Senator Bratz. It was in the month of May 1957. 

Mr. Suapiro. That is right. 

(Subsequently, Mr. Shapiro submitted the following statement :) 

During the course of my appearance before your committee on June 11, 1957, 
I stated, at the very bottom of page 5 of my printed statement, ‘The latest sales 
prices in the world market for Liberty freighters ranges from just under $1% 
million to just over $1% million.” 

Senator Bible, and I believe the record will show, then asked me for what 
period these prices were applicable. I indicated that I was not certain, but 
believed it was within the last 30 days or sometime during the month of May. 
I now find that this is not completely accurate. The prices referred to in my 
statement just quoted were applicable during the first quarter of 1957, and that 
range of prices is shown in the Shipping World, issue of April 10, 1957. Since 
that time the peak prices have fallen somewhat and we have been able to track 
down the following very recent sales at prices shown : 

(a) The Table Bay was sold by Western Canadian Steamship Co. to a 
Panamanian company for delivery in June 1957, at a price of $1,280,000, as re- 
ported in the May 1957 Marine News. 

This same vessel, in the May 8 edition of the Shipping World, was shown as 
sold for $1,308,000 to the same Panamanian company. The latter publication 
reported that this vessel was then resold to Yugoslav interests for $1,400,000. 

(b) The Marine News of June 1957 reports that there was sold for June 
delivery the Liberty ship Lake Kootenay by the Western Canadian Steamship 
Co. to a Panamanian steamship company for $1,280,000. 

(c) The Shipping World of May 22, 1957, reports the sale of the steamship 
Wilford, from a Norwegian steamship company to a company we cannot at the 
moment identify, for a price of $1,190,000. 


Mr. Lucxry. Were those coal-burning ships? 

Mr. Suaprrro. No. If the vessels are to be restricted to the Indian 
coastwise trade, what enforcement of such a restriction would be 
available to our Government? For what period of time is the coast- 
wise restriction to be in effect? What assurance is available to Ameri- 
can ship operators that the availability of these vessels for coastal 
trade wili not release other Indian vessels presently in the coastal trade 
to be used anywhere on the seas, even in United States trade? Finally, 
we must seriously question the choice of a Liberty ship for the Indian 
coastal trade. It is, we are informed, not highly suitable for this 
purpose. 

(Mr. Shapiro subsequently submitted a copy of Indian Shipping, 
the journal of the Indian National Steamship Owners Association, 
Bombay, containing a speech by Shri T. M. Sanghari, marine super- 
intendent, Great Eastern Shipping Co., Bombay, on types and sizes 
of ships suitable for coastal trades. Pertinent portions of the speech, 
relative to the proper size and capacity of vessels for the Indian 
coastwise trades and included in the record by request, follow:) 

In today’s symposium on “Coastal Shipping,” I have been asked to give my 
views on the types and sizes of ships that in my opinion are most suitable for 
coastal trading, having regard to the various factors. Before I proceed I may 


mention that the views I am going to express at this meeting are my personal 
views and not those of the company to which I belong. 
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PORTS 


We have six major ports, namely, Kandla, Bombay, Cochin, Madras, Visakha- 
patnam and Calcutta and a large number of minor ports. At all six major ports, 
berths, sheds, cranes and other normal facilities are available. However, due 
to the excessive use made of these facilities during wartime, repairs and re- 
placements have not kept pace with present-day requirements. Modern equip- 
ment and improved and additional facilities have not been provided although 
under our 5-year plans port development will undoubtedly take place. We may 
take it for granted that with the expected additional volume of cargo, waiting for 
berths, delays due to congestion in sheds will continue for a considerable time to 
come. The loading and discharging operations will also take a considerably 
longer time than that taken at foreign ports equipped with modern cargo handling 
facilities. 

DRAFT RESTRICTIONS IN CAINUTTA 


Then there is a very important question of draft restrictions, especially at our 
biggest port, namely, Calcutta. Ships with only limited drafts can go up to the 
port of Calcutta through the Hooghly river. The draft restrictions prevailing 
at the port of Calcutta is one of the major factors that must influence the sizes 
and types of ships to be selected for coastal trading. 

There are also restrictions on the maximum length and beam of vessels that 
can enter the docks at some of these ports. At most of the minor ports there are 
no berths or quays. The ships, therefore, have to anchor outside the cargo 
handling operations are carried out in mid-stream with the aid of lighters or 
barges. 

CARGOES TO BE CARRIED ON THE COAST 


There are mainly two types of cargoes moving round the coast. These are 
(a) bulk cargoes and (0b) general cargoes. 

(a) Bulk cargoes—The bulk cargoes of coal and salt constitute nearly 50 
percent of the total cargo movement on the coast. Coal is shipped from Calcutta 
and discharged at one of the following ports, namely, Madras, Cuddalore, Tuti- 
corin, Cochin, Bombay or a Saurashtra port. The bulk of the coal shipments are 
on account of the railways, who use the discharging ports as feeding points for 
the railways. A small part of the coal shipments is also utilized by industries 
including powerhouses and also bunker dumps at the various ports. Salt is 
moved from Saurashtra ports to Calcutta. Salt also moves in smaller quantities 
from Tuticorin to Calcutta. 

(b) General cargoes.—The general cargoes consist of various commodities 
among which the important ones are hides and skins, tea in chests, gunnies, 
coir and fibre, cotton yarn, structural steel, lubricating oil drums, bags of rice 
and sugar, cotton in bales, rubber, onions, copra and chillies. I am excluding 
mineral oil and mineral oil products from this list because they are carried by 
tankers. I do not propose to go into the types and sizes of tankers most suitable 
for trading on the coast within the short time available to me. 

The nature and quantity of cargoes to be carried determine to a considerable 
extent types and sizes of ships to be built for coastal trading. 


TYPES AND SIZES OF SHIPS 


Having dealt with the general considerations that should be taken into account 
in choosing the types and sizes of ships for coastal trading, I would come to the 
specific trades on the coast and the specific types and sizes of ships suitable for 
each of these trades. 


East or west coast trader 

This would mainly be a vessel trading exclusively either on the east coast or 
on the west coast and catering to the general cargo trade. Let me now deal with 
the size and type of vessel suitable for the trade. 

(a) Deadweight.—The deadweight of the vessel should be in the neighbor- 
hood of 2,500 tons. The reason for choosing this particular tonnage is that it has 
always been found possible to get full cargo on these particular trades for a 
vessel of this size. Moreover, with the terminal port of Calcutta on the east 
coast and the terminal port of Bombay on the west coast it is possible to fill up the 
ship with one loading port and two discharging ports or vice-versa. The limited 
number of ports at which the vessel has to call for loading and discharging 
means quick turnaround of the ship and makes it more economical. 
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General cargo trader 


This is also a general cargo vessel trading between east coast ports and west 
coast ports and vice-versa. There are, however, restrictions on interport liftings 
on the west coast on a vessel which is trading between the two coasts. The 
following type of ship would be suitable for this trade. 

(a) Deadweight.—The deadweight of this vessel should be in the region of 
5,000 tons. The reason for choosing this particular deadweight is the availability 
of the cargo with which the ship can be filled up. The other considerations men- 
tioned in regard to east coast or west coast trader apply more or less to this 
type of ship also. 

(e) Draft—The draft of such a vessel should not be more than 20 feet, espe- 
cially because during the bore tides in the river Hooghly there is a draft restric- 
tion of 20 feet. 


Bulk cargo carrier 


Such a vessel should be designed mainly for the carriage of bulk cargoes such 
as coal and salt. The vessel will load coal from Calcutta and discharge at a port 
situated either on the east coast or on the west coast as required by the rail- 
ways or industrial consumers. If the collier discharges on the east coast, she will, 
on her return voyage, normally carry very little general cargo that is available 
from the discharging port to Calcutta. More often than not, she may return from 
the discharging port to Calcutta in ballast. If the discharging port is on the 
west coast, then, on completion of discharge the vessel will proceed to a Saurashtra 
port in ballast and carry a cargo of salt from Surashtra port to Calcutta on 
her return voyage. Occasionally, the vessel may load general cargo on the west 
coast and combine the same with salt from Tuticorin to Calcutta. The vessel 
will, however, ordinarily carry only coastal bulk cargoes. 

(a) Deadweight.—As such a vessel would be carrying bulk cargoes, the avail- 
ability of cargo is not such a restrictive influence on the size of the vessel as 
in the case of the general cargo carriers. The upper limit to the size is however 
set by the draft restrictions at the port of Calcutta. The larger the size, the 
deeper is the draft drawn by the vessel. Generally, vessels drawing less 24-feet 
draft can load to their full capacity and sail out from Caleutta. Similarly ves- 
sels drawing less than 24-feet draft can enter the port of Calcutta for discharg- 
ing cargo. A vessel with a deadweight of 8,000 to 8,200 tons drawing about 
24-feet draft will therefore be the most suitable vessel for the bulk cargo trade 
on the coast. Bigger vessels drawing deeper drafts will not be able to utilize 
their full cargo capacity where Calcutta figures either as a loading or a discharg- 
ing port. 

(e) Draft—While dealing with the size of the vessel the question of draft 
has to be dealt with. As I have already observed earlier, a vessel drawing more 
than 24-feet draft, i. e., with a deadweight of more than 8,200 tons would not 
be able to utilize its maximum capacity and would therefore be uneconomic on 
this trade. 

The coal burner would be more economical because the higher freight earning 
on the excess cargo carried by an oil burner would be more than offset by the 
higher cost of oil bunkers as compared with the cost of coal bunkers consumed 
during the voyage. The coal burning vessel would improve the financial results 
by Rs. 3 per deadweight ton of the vessel on the round voyage. 

It will, therefore, be observed that a coal-burning vessel is more efficient and 
economical for this trade than an oil burner particularly as Calcutta happens 
to be either the loading or the discharging port in most of these voyages. At 
Calcutta, relatively speaking, coal is available at a cheap price. A coal burner 
can, therefore, be considered as the most suitable vessel for this trade. 


Senator Cotton yesterday raised a question that was most apropos 
about the suitability of the Liberty ship for the coasting trade. In 
the Indian trades itself we would like to point out to the committee 
because we think it is most relevant, that India is suffering from 
severe congestion at its ports. This is largely if not entirely due to the 
lack of deep sea berths available for oceangoing vessels. If you are 
to put Liberty ships, which are oceangoing vessels, into the coasting 
trade, you are obviously going to be using the very short number of 
deap-sea berths for a coasting trade. This can only accentuate the 
shortage of deep-sea berths for the Indian Ocean trades. And as a 
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matter of fact the bill itself—because we don’t think they are con- 
templating Liberty-type vessels, but more characteristic coastal-type 
vessels—the bill itself states— 

Liberty vessels or such number of smaller merchant vessels as may have a total 
tonnage equivalent to such Liberty ships. 

If we are genuinely here talking about coastal vessels we must no 
longer be talking about 12 Liberty types, but 25 true coasting vessels. 

Senator Braue. Do you have the same objection to that? 

Mr. Sapiro. We have no objections, Senator, to the sale of these 
vessels. However, we certainly do have more serious objections to 
the sale of vessels that are going to make the very serious congestion 
situation in India ports even worse. 

Senator Bre. Sas well. You may proceed. 

Mr. Suariro. One argument that is frequently advanced by pro- 
ponents of ship-sales legislation is that their national fleet rehabilita- 
tion is vital. The committee will be interested to know that India’s 
current dry-cargo fleet is seven times larger than that which existed 
prior to World War II. We have found no evidence that her trading 
requirements have increased in the same proportion. Further, India, 
for herself, is having built 24 vessels of almost 250,000 deadweight 
tons. Is she unable to have built for her the vessels covered by the 
present proposal 

Senate Joint Resolutions 84 and 90 authorize the sale of 30 Liberty- 
type vessels, 24 of which are to be coal burning, to specific citizens of 
the Federal Republic of Germany. These resolutions, among other 
things, flatly conclude that the ships are of no value in our defense or 
for United States commercial operation. This may or may not be 
the case. There is, however, little question that in free foreign opera- 
tion they can have adverse effects on commercially oper ated United 
States-flag vessels, many of which are engaged in trades identical 
with that contemplated under this proposal. ‘As in the case of India, 
the German purchasers again desire the vessel for approximately a 
third of its present value. “Tt should be added that West Germany has 
been extremely successful in rebuilding her freighter fleet. This cur- 
rently totals 3.8 million deadweight tons and is now actually larger— 
not smaller, but larger—than the whole German dry cargo prewar 
fleet. In addition, Germany is building in her own yards for her own 
flag close to 1.2 million deadweight tons. With this type of ree overy, 
including her future prospects from new building, it would seem to us 
of the American maritime industry a little remote that our own Gov- 
ernment should be aiding German ship operators while ours are 
struggling to survive stiff competition, part of which is, in effect, 
offered by German vessels. 

In specific connection with the German proposal, several statements 
were made earlier which I think should be put in their proper pro- 
spective. 

Essentially it was stated the advancement of the American export 
market for coal in W estern Europe was dependent upon low rate ocean 
transportation. It is certainly true that the very peak rates as an 
extremity may discourage some exportation of American coal, but it 
is not true that low rates tend to encourage American coal exports. 
Perhaps this can be summed up best by saving that the postw ar his- 
tory of American coal exports indicates that the peak volumes were 
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= at freight rates which were not low nor even as low as exists 
today. 

It has also been implied—and Senator, I have just briefly sketched 
this, and this is almost valueless except for the slopes of the curves— 
the scales are not accurate—but the dotted black line, here, is an in- 
dication of the volume of coal exports. The solid line—and forget the 
extremities because the scale affects that—the solid line indicates the 
freight rates, and you will see that your peak markets in the coal ex- 
port correspond with the peak rates in the coal trade. Now a large 
part of this is a result of the fact that the freight market is of itself 
made up largely by the demand for ships created in the coal export 
trade. 

Senator Bratz. That may be made a part of the record if you like. 

Mr. Suarrro. I would prefer, Senator, if you don’t mind, because 
statistically this is so inaccurate by scale, except for slope, that it may 
be corrected. 

Senator Bretz. It may be corrected and placed in the record for the 
information of the committee. 

(The document was received and appears in the record at this 
point. ) 
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_ Mr. Suapmo. It has also been implied that the coal export market 
is of great interest to the potential purchasers under the bill before 
you, and noncompetitive with American interests in this regard. The 
committee should, of course, know that an American corporation 
representing coal interests, American railroads, American shipping, 
and American coal-mining labor have joined together to form a cor- 

oration for the transocean movement of coal, with a capitatization of 
$50: million. American enterprise is obviously greatly interested in 
the ocean transportation of coal, transatlantic, as are several dozen 
tramp shipping operators operating under American flag. 

Senator Bratz. What is that corporation, specifically ? 

Mr. Suarrmo. American Coal Shipping Co., fie 

Senator Bratz. And what have they done other than organized ? 

Mr. Suarrro. They have purchased 1 vessel and, as pointed out dur- 
ing the hearing yesterday, they have chartered 6 vessels from the 
Government; they definitely intend building vessels for this trade. 
They unfortunately have run into a labor situation that has not pro- 
moted their progress as quickly as it might ordinarily have been made. 

Senator Brste. When was this company organized ‘ 

Mr. Suarrro. Within the last 12 months, to the best of my rec- 
ollection. 

Senator Brie. Thank you. 

Mr. Suartro. In addition to the interests of this particular com- 
pany, there are several dozen American tramp shipping operators 
operating under American flag who are very interested in this trade 
and who live by it. 

You cannot measure the competitive nature of a vessel by the stand- 
ard of whether it would or could be profitably operated under United 
States flag. From that point of view, coal burning Liberties may per- 
haps not be of interest to the American shipping industry, but in the 
hands of a foreign competitor they can have serious adverse effects 
on the availability of cargo for American ships at reasonable rates, 
employment of American seamen, and tax revenues to the Federal 
Government which are lost whenever cargo is carried on a foreign 
rather than on an American ship. 

The fact that American ships may have carried only 3 percent of 
our coal exports during the first 6 months of 1956, does not indicate 
that this traffic is inconsequential for American-flag operators, for it 
is in fact very consequential, And so long as bargain-priced ships 
are available in the reserve fleet for foreign purchase, private Ameri- 
‘an industry will never be attracted to building modern specialized 
vessels for this trade. Hence, our percentage of carryings will be 
condemned to the 3 percent level. 

You have been told that ships sold from our reserve fleet for the 
transportation of coal under foreign flag will, under the proposal, 
substitute trade for aid. It is vital to note that at least in the last 12 
months American coal has been purchased in Europe with free dollars 
with the exception of a sporadic cargo to Spain and Yugoslavia, This 
proposal can in no way alter the facts on trade versus aid insofar 
as coal shipments to Western Europe are concerned. 

S. 2038 authorizes the sale of 10 war-built vessels to citizens of Italy 
for use in their intercoastal trade. This bill does not even include the 
type of vessels to be sold, so it is obviously impossible to comment on 
that aspect or the pricing criteria. We do not think this Government 
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needs to aid Italy in rebuilding her merchant fleet. She now has 3.3 
million deadweight tons of freight ships in operation, almost half 
again her comparable prewar fleet. Further, she has orders placed 
for the addition of over half a million tons for her own merchant 
marine and, like Germany, is actually building substantial numbers 
of vessels for nonnational ownership. All of our reservations about 
making available vessels for the Indian coastal trade apply equally to 
that intended for Italian domestic trade. So I will not burden the 
committee with repeating these points. 

S. 1644 authorizes the sale of four Cl-M-AV1-type dry-cargo ves- 
sels to Mexican citizens for use in their domestic trade. The bill does, 
however, go on to entitle these vessels to transit privileges in the 
United States ports of San Diego, Calif., and Brownsville, Tex. Ree- 
ords available covering the intercoastal trade of Mexico indicate that 
this is of a most minimal nature, having totaled only 32,000 tons in 
1955. Her coastal trade is of course much more substantial. 

The privilege of calling at Brownsville, Tex., and, more particularly 
San Diego, Calif., clearly will put these vessels in competition with 
American-flag vessels even though these ports may not be regular ports 
of call for United States ships trading to and from Mexico. For ex- 
ample, Los Angeles is a regular port of call for United States op- 
erators in Mexican trade and the rerouting of cargo from Los An- 
geles to San Diego would be a very simple procedure in order to make 
it available for the proposed Mexican vessels and deny this traffic 
either immediately or potentially to American ship operators. Fur- 
ther, the Mexican bill, as we see it, allows for the depreciation of ship 
sales price from the period since the close of the Ship Sales Act. This 
would make a $694,000 ship sales price CI-M-AV1 available to Mexico 
for about $250,000, which is about 25 percent of the latest world sale 
price of this type of vesse] of which we have record (May 1956). 

Senator Brnte. Is that the last time a CI-M—AV1 was made, in May 
1956? 

Mr. Suartro. That is the last one of which we have record, yes. 
On the free market. 

Citizens of Mexico were eligible and had every opportunity of buy- 
ing vessels under the Ship Sales Act, but for reasons unknown to us 
lid not take advantage of that opportunity. 

As the committee already is aware, the American-flag operator faces 
serious foreign competition which naturally manifests itself in the 
overall enthusiasm with which American operators face their vessel 
replacement problems. We feel, therefore, that you will be interested 
in the fact as of January 1, 1957, only 55 American ships, or less than 
700,000 tons, in our privately owned dry cargo fleet are 10 years of age 
or less. This is approximately 10 percent of our total freighter fleet 
or 55 ships; 27 of these 55 are Mariners, originally Government built 
at the direction of Congress. 

Germany, seeking 30 vessels from our reserve fleet, has 70 percent 
of her dry cargo ships 10 years of age or younger. In the case of India, 
in contrast with our 10 percent, 43 percent of her tonnage was in the 10- 
vear or younger age category. The age of Italian freight ships is, it 
should be added, only slightly better than our own. 

Virtually every one of the proposals before you contains some expres- 
sion which either states or implies that the sale of vessels to foreign 
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registry will promote the international relations of the United States, 
or will serve the interest of our foreign policy. We can comprehend 
varying degrees of interest in the reserve fleet on economic grounds. 
It is, however, our contention that the reserve fleet should not be called 
upon for the purpose of bolstering our foreign policy. For one thing, 
we doubt that itcan so perform. For another, we feel such sales direct- 
ly or indirectly do irreparable harm to our own maritime industry. 
In consideration of all the aforementioned factors, we urge that the 
proposals before you not be given favorable consideration. 

Senator Brstz. Thank you, Mr. Shapiro. 

You heard the statement of Chairman Morse, yesterday. Have you 
had the opportunity of examining the draft bill that he submitted ? 

Mr. Sxaprro. I have, rather superficially. I am not well endowed 
in this respect. Iam notalawyer, Senator. But one thing that struck 
me on this proposal—and we hope to be able to get official comments 
of our organization to you on this proposal—is that under the proposal 
anneel: we will possibly, even likely, be here tomorrow again, or next 
week or next month or next session, because there is nothing in the 
proposal that will prevent proposals such as these from coming before 
the Congress again. 

Senator Brstze. Of course, the very purpose of it, if the chairman 
understood it correctly, was to set up a general law with delegation of 
administrative authority to Maritime and to Commerce and to De- 
fense and to State Department, to make certain determinations about 
the sale of ships in the mothball fleet for coastal trade. Wasn’t that 
the very purpose of that bill ? 

Mr. Sxarrro. It does set up standards by which you can have an 
administrative determination of sales available, let us say, in the 
coasting trade. But any bill which falls outside of that category— 
should it be for the foreign trade, for instance—will have to come 
before this very committee, again. As you can well see, not only.om the 
basis of these five proposals before you today, but on the basis of others 
which are in the wind and not yet scheduled for hearings, many of 
those proposals call for sales foreign, so this will become a determina- 
tion that Congress will again have to make, except within that narrow 
framework of vessels sold simply for coasting operations. 

That by no means indicates we favor that proposal. 

Senator Brstz. That was the next question I was going to ask you. 
What is the position of the American Merchant Marine Institute inso- 
far as the sale of these mothball fleet ships are concerned if they are 
used exclusively in intercoastal trade’ and if the price reaches fair 
market value? 

Mr. Suarrro. Certainly under that proposal any such sales bill 
will be infinitely more palatable to us. We have, however, some reser- 
vations about making administrative determinations of the availabil- 
ity of vessels for sale without coming before the Congress. 

We find, for instance, this proposal calls for no public hearings. 
An American ship operator, in order to charter a vessel from the 
American Government, for as little as 12 months, must come before the 
administrative agency in a public hearing where all parties can ex- 
press their views. The proposal before you would call for the perma- 
nent sale of an American ship to a foreign operator, perhaps in great 
competition with the Americans, and make no allowance for the 
American ship operator to be heard. 
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I think that would be a very serious criticism of the proposal. 

Senator Brste. If a hearing provision were written into the gen- 
eral law 

Mr. Suaprtro. It would make it infinitely more palatable. Again 
I say we have only seen the proposal yesterday and haven’t had an 
opportunity to analyze it. 

Senator Bretx. I am not trying to press you on that point. 

Mr. Suartro. I understand. 

Senator Brete. I think it would be helpful for the committee’s 
determination to have the views of your institute after you have 
examined the bill, made a careful study of it and made some report 
on it. 

The way the ship bills are coming before us, it is obvious we will 
not complete this today and I don’t know when we can complete the 
hearing, but we want to do a thorough and overall job. 

Mr. Suariro. I do want to repeat, Senator, because I think it does 
bear emphasis, that one must not be under the impression that the 
proposal advanced, even if it is passed, means that we will not all be 
gathered around here again expressing various views on ships sales. 
Most of the proposals do call for sales in foreign trade. 

Senator Brsxe. Is that a true statement? Is that true of the India 
proposal? I thought that was to be used exclusively in the coastal 
trade. 

Mr. Suaptro. Yes, for most of the proposals in the wind or in as 
bills. You have, in addition to those—for instance, we have five pro- 
posals here before us. Two of the five call for operation in foreign 
trade and there. is this dubious aspect about whether the Mexico bill 
is truly domestic or truly foreign trade. 

Senator Bisie. Certainly the Indian and Mexican bills are clearly 





coastal trade, 


Mr. Suartro. Not if the Mexican proposal calls for stops at San 
Diego and Brownsville, Tex. Senator Cotton mentioned yesterday 
there is an Austrian bill. We know there is a Belgian bill. 

Senator Brats. I think there will be further proposals. 

Mr. Suaptro. Several others. I don’t know whether it would be 
possible but there are many that will call for congressional hearings. 

Senator Brsie. Certainly the record will be kept open for the pur- 
pose of allowing your institute to make a thorough analysis of the 
general bill proposed by Maritime yesterday and you may make the 
comments you see necessary on that. 

Mr. Suapriro. We appreciate that. 

Senator Brete. Senator Cotton 

Senator Corron. Having listened to the testimony of Mr. Morse of 
the Maritime Administration yesterday, didn’t you gather from his 
testimony that unless there was a change, either in personnel or policy 
in the Maritime Commission, that you people wouldn’t have to be 
gathering around very often because if his bill passed he didn’t show 
any enthusiasm about making any sales. That is, I gathered that. 
Didn’t you? 

Mr. Suaptro. No, Senator, I didn’t gather that, at all. He would 
not show enthusiasm, perhaps, just as he does not show enthusiasm for 
some of the sales proposals before you, but this still does not mean they 
are not going to be proposed and introduced as legislation and be the 
subject of hearings. 
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_ Senator Corron. Didn’t he say flatly as far as the Maritime Admin- 
istration is concerned, they would only sell them when their use would 
be confined to coastwise trade ? 

Mr. Suapiro. This is the only authority that the bill would grant 
them. 

Senator Corron. Does your institute object to the sale of these ves- 
sels, if they are paid for properly, for coastwise trade, only ? 

Mr. SHaprro. There are the general comments on the bills, and on 
that particular proposal we will reply before the committee. However, 
as far as the sales coastwise in the particular bills before us are con- 
cerned, India as a coastwise trade, we do object for reasons pointed out 
in the statement. 

Senator Corron. Roughly, what is the subsidy we pay to try to keep 
American-flag shipping competitive ? 

Mr. Suartro. To use the figure presented at the last appropriations 
hearings, they were requesting a sum of $120 million for operating 
subsidy. 

Senator Corron. Do you know what they did have in the last fiscal 
year, the fiscal year that is now closing ? 

Mr. SHaprro. I don’t recall the figure, but I think it is somewhat 
less than that $120 million. 

Senator Corron. But roughly in the hundred million field ? 

Mr. SHaptro. Yes. 

Senator Corton. Is it your feeling and the feeling of your institute 
that in addition to that subsidy, regardless of the price paid and the 
price offered or required, and regardless of the needs of a reserve fleet, 
we should as a matter of policy hold these ships and let them rot at the 
dock because of the danger of defeating our own subsidies and our 
own purpose of protecting the American merchant marine? 

Mr. Suariro. Well, I would say this, Senator: If the congressional 
policy is—as I believe it is and has been for a long time—to subsidize 
the American merchant marine, you are only adding to the financial 
burden or making less effective your present financial burden by sell- 
ing vessels to foreign competitors, because the subsidy program is 
such that there is recapture and if an American operator who is sub- 
sidized is successful, he may have to—and this has happened on many 
occasions—return 100 percent of his subsidy dollar to the Government. 

Now this would be very beneficial to the Government. It would re- 
capture his subsidy. If you are going to sell, by this or similar devices, 
vessels to foreign competitors and cause the American subsidized 
operator not to make that level of profit by which he can return money 
to the Government, you are simply saying that this money is going 
to the subsidized operator and there is no hope of recapturing it. 

But I must point out most of these proposals do not directly affect 
the subsidized operator, but they do very seriously affect a large num- 
ber of unsubsidized operators who are not receiving any money from 
the Government but who are employing American citizens, who are 
paying taxes into the American Treasury. 

Senator Corron. That interests me very much. Give me an example 
of that. 

Mr. Suaprro. As Mr. Morse mentioned yesterday we have about 35 
nonsubsidized American tramp operators in the coal trade. Now these 
operators do not receive any subsidy from the Government, but they 
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do operate under American flag, they do employ American seamen and 
they do pay taxes to the American Treasury. 

If, by selling vessels to foreign competitors, you are going to drive 
these people out of business, reduce their profit levels perhaps to the 
nonexistent level, not only is the operator suffering, the American sea- 
man on board this ship is suffering and, of course, the American 
Government is suffering because these people will not be paying taxes. 

Senator Corron. Is it your understanding that in your analysis of 
the situation there are at present ample bottoms available to export 
our coal to northern Europe ? 

Senator Bratz. Mr. Shapiro—may I interrupt here,Senator Cotton. 
I have a call to be on the floor and I wonder if you would take over for 
a few moments. 

Senator Corron. You be sure and come back. 

Senator Brste. I will do my very best. 

Senator Corton. Go ahead. 

Mr. Suarrro. I think the best way to answer that question is that 
the market, particularly in the tramp or the coal trades, is a pretty 
good indication of the supply of vessels as compared with the demand 
for those vessels. That market is very responsive, almost daily. 

I indicated in my statement before you arrived that in January 
we had a market rate of $14.14 for transatlantic coal from the United 
States to the Lowlands. That rate level was a profitable rate level, 
there is no question about it. 

Today the rate level is $6.72. At $6.72, the American operator—and 
there will be varying judgments on this, but the American operator 
is losing about $3 a ton. Now this, I think, is the best indication of 
the availability of ships for the volume of trade that is moving. 

Senator Corron. Has that situation been of fairly long standing or 
is that of very recent vintage ? 

Mr. Suaprro. Well I will say this. We have had great variation in 
the volume of our overseas exports, particularly in the bulk com- 
modities since 1948. 

Senator Corron. I am talking about coal. 

Mr. Suaptro. Well particularly in coal, and I had suggested an 
examination of this chart to the committee before, showing the peaks 
and valleys of the coal trade. You see, they are very high. 

And, of course, the rate level corresponds very much with this type 
of peaks and valleys. i 

Now, I would say in the years 1955 and 1956 the rate level was quite 
satisfactory, there is no question about that, but in 1953 and in early 
1954 we had as many as 100 tramp ships tied up for lack of business. 
This was the same in 1949 and early 1950. i 

Senator Corton. I am curious to know, if that has been the situation, 
why the coal operators and John L. Lewis and others found it necessary 
to form this American Coal Shipping Co. to afford transportation of 
coal and to increase export of coal and to get coal to the foreign mar- 
kets ? 

Mr. Swarrro. Senator, I am really not in a very good position to 
answer that question because I have had the same difficulty in figuring 
out why. Frankly, I don’t understand it. 

However, the only thing that makes sense to me—and, of course, 
these people are alert businessmen, I am sure they know what they 
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are doing—is that I think there is a tendency in the ocean trade that 
when you have a proprietary interest in the commodity that is being 
moved, you like to have a proprietary interest in the ships that are 
moving it. This is the only explanation that I know of. This is 
characteristic, for instance, of a number of American industries. The 
aluminum industry is one. The fruit industry is another. 

Senator Corron. And that is the only reason that you can think of 


why the coal industry is—I assume caution of attitudes indicated to 


me and to other New England Senators who introduced one of these 
bills—is interested in the sale of these ships to West Germany for the 
purpose of taking coal over and coming tack in ballast, and for no 
other purpose. 

Mr. Suartro. I really don’t know what is motivating them. 

Senator Corron. I mean if we have all these tramp steamers avail- 
able, if we have this low cost of transportation, we have these ample 
facilities, this ample outlet at very reasonable cost to export our coal, 
it is hard for me to understand why the coal people are interested in 
this, and also conversely why the Germans are interested in it. If 
they can get their coal at reasonable rates. 

Mr. Suarrro. You have two different pictures; the American in- 
terest and the German interest, for instance, might be entirely differ- 
ent. And a large part of that difference is explainable by the fact that 
there is perhaps a $3 or $4 difference in the rate'as between when an 
on operator makes a profit and when a foreign operator makes 
a profit, 

hen a rate of $6.72 which I indicated is today’s level, and highly 
unsatisfactory for the American operator, operating with high Ameri- 
can costs, might be a very satisfactory rate level for a foreign operator 
with his low foreign costs. 

So the interests of various people in entering this business at a par- 
ticular rate level depend largely on what rate they can service them- 
selves. 

Senator Corron. If I understand you, what you are saying to me is 
that you suspect, at least, that the German interest is in acquiring 
ships, rather than being concentrated on getting coal, is getting ships 
to use in shipping. 

Mr. Suaptro. I am sorry, Senator, I didn’t quite understand that. 

Senator Corron. I did not express myself well. 

It has been indicated that the interest of the West German com- 
panies is to get these ships because they require coal for the develop- 
ment of their industries. They depend on that. Their sole purpose, 
or at least their almost-sole purpose, is to get transportation for Amer- 
ican coal. 

Mr. Suaprtro. Yes. 

Senator Corton. I gathered from your answer to my last question 
that you suspect that at least there is another element of interest in it, 
they are interested in getting these ships to do transportation and make 
a profit on transportation. 

Mr. Suariro. There is no question about it. 

Senator Corton. If that is true I can’t conceive that they are going 
to get very rich, paying for these ships and running them for 7 or 10 
years simply to take American coal to Germany and run back in ballast 
and not for any other purpose. It doesn’t seem to me that the ends of 
a concern interested in transportation would be very well served. 
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Mr. Suaptro. Senator, I think you have to bear this in mind: At 
$6.72, which is just about the present market, the European operator 
may be able to make some money. If the rate were to go up a little— 
and this is not a rate that is going to remain stagnant, it 1s going to 
move—if the rate were to go up a little, let’s say to $7 or $7.50, he will 
be able to make more money. If it goes to $9.50 the American-flag 
operator is not going to make any money. 

So the German interest in ships at this market is a combination, I 
am sure, of the available supply—in other words to make sure that 
the pipeline of coal is maintained—and also the fact that any move- 
ment in the rate from $6.72 on up, is going to yield him a profit. He is 
unquestionably going to make it both ways. And the more fact that 
he is coming back in ballast, while it will affect his profit margin, does 
not mean it is going to be an unprofitable operation, because the 
American tramp ship operator—as a matter of fact tramp ship opera- 
tors throughout the world since 1947 have characteristically operated 
in the trans-Atlantic coal trade, one way in ballast. There simply was 
nothing coming back. 

Senator Corron. Has counsel any questions ? 

Mr. Luckey. Mr. Shapiro, the American Merchant Marine In- 
stitute does not represent the unsubsidized operator does he? 

Mr. Swaprro. Oh, yes; we do, sir. 

Mr. Lucxry. How many do you represent, sir? 

Mr. Suaprro. We represent 54 American steamship companies, and 
6 or 7, as I recall, are subsidized, and the balance are not subsidized. 

Mr. Luckey. Does that include the tramp fleet ? 

Mr. SuHarrro. Many ships in the tramp fleet and American Coal 
Shipping, Inc. 

Mr. Luckey. Would you submit a list of all your membership later ? 

Mr. Suarrro. I certainly will. 

(The information was received and appears in the record at this 
point.) 





AMERICAN MERCHANT MARINE INSTITUTE, INC. 
LIST OF MEMBER COMPANIES 
Revised April 17, 1957 


Alcoa Steamship Co., Inc., 17 Battery Place, New York 4, N. Y. 

American Coal Shipping, Inc., 17 State Street, New York 4, N. Y. 

American Export Lines, Inc., 37-39 Broadway, New York 6, N. Y. 

American Oil Co., 555 Fifth Avenue, New York 17, N. Y. 

American Trading & Production Corp., 555 Fifth Avenue, New York 17, N. Y. 

Arrow Steamship Co., Inc., 26 Broadway, New York 4, N. Y. 

The Atlantic Refining Co., 260 South Broad Street, Philadelphia 2, Pa. 

Bernuth, Lembcke Co., Inc., 420 Lexington Avenue, New York 17, N. Y. 

Blidberg Rothchild Co., Inc., 80 Broad Street, New York 4, N. Y. 

A. L, Burbank & Co., Ltd., 120 Wall Street, New York 5, N. Y. 

California Tanker Co., 1200 State Street, Perth Amboy, N. J. 

Calmar Steamship Corp., 25 Broadway, New York 4, N. Y. 

Central Gulf Steamship Corp., 1218-1225 Hibernia Building, New Orleans 12, La. 

Cities Service Oil Co., 17 State Street, New York 4, N. Y. 

Continental Oil Co., Post Office Box 1637, Baltimore 3, Md. 

Esso Shipping Co., 60 West 49th Street, New York 20, N. Y. 

Farrell Lines, Inc., 26 Beaver Street, New York 4, N. Y. 

Grace Line, Inc., 3 Hanover Square, New York 5, N. Y. 

Gulf Oil Corp., Marine Department, 17 Battery Place, New York 4, N. Y. 

Gulf & South American Steamship Co., Inc., 620 Gravier Street, New Orleans 
12, La. 
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Hess, Inc., State Street, Perth Amboy, N. J. 

Hillcone Steamship Co., Ltd., 311 California Street, San Francisco 4, Calif. 

Isthmian Lines, Inc., 71 Broadway, New York 6, N. Y. 

Keystone Shipping Co., 1000 Walnut Street, Philadelphia 7, Pa. 

Keystone Tankship Corp., 1000 Walnut Street, Philadelphia 7, Pa. 

Chas. Kurz & Co., Inc., care of Charles Kurz, 1000 Walnut Street, Philadelphia 
7, Pa. 

Lykes Bros. Steamship Co., Inc., Whitney Bank Building, New Orleans, La. 

Marine Navigation Co., Inc., 11 Broadway, New York 4, N. Y. 

Matson Navigation Co., 215 Market Street, San Francisco 5, Calif.; New York 
Office, Matson Navigation Co., 630 Fifth Avenue, New York 20, N. Y. 

Mississippi Shipping Co., Inc., Hibernia Bank Building, New Orleans, La. 

Moore McCormack Lines, Inc., 11 Broadway, New York 4, N. Y. 

Mystic Steamship Division, Eastern Gas & Fuel Associates, 250 Stuart Street, 
Boston 9, Mass. 

National Bulk Carriers, Inc., 380 Madison Avenue, New York 17, N. Y. 

Ore Navigation Corp., 25 Broadway, New York 4, N. Y. 

Paco Tankers, Inc., 1000 Walnut Street, Philadelphia 7, Pa. 

Polarus Steamship Co., 30 Broad Street, New York 4, N. Y. 

Sabine Transportation Co., Inc., Port Arthur, Tex. 

Seas Shipping Co., Inc., 39 Cortlandt Street, New York 7, N. Y. 

Sieling & Jarvis Corp., 420 Lexington Avenue, New York 17, N. Y. 

Sinclair Refining Co., marine department, 600 Fifth Avenue, New York 20, N. Y. 

Socony Mobil Oil Co., Inc., marine department, 150 East 42d Street, New York 
29, Wi. 

Sprague Steamship Co., 10 Post Office Square, Boston 9, Mass. 

Standard Fruit & Steamship Co., Post Office Box 244, Wall Street station, New 
York 5, N. Y. 

Standard Oil Company of California, Standard Oil Building, San Francisco 20, 
Calif. 

T. J. Stevenson & Co., Inc., 80 Broad Street, New York 4, N. Y. 

Stockard Steamship Corp., 17 Battery Place, New York 4, N. Y. 

Sun Oil Co., 1608 Walnut Street, Philadelphia 3, Pa. 

The Texas Co., 1385 East 42d Street, New York 17, N. Y. 

Tidewater Oil Co., 17 Battery Place, New York 4, N. Y. 

M. & J. Tracy, Inc., 1 Broadway, New York 4, N. Y. 

Trinidad Corp., 30 Rockefeller Plaza, New York 20, N. Y. 

United Fruit Co., Pier 3, North River, New York 6, N. Y. 

United States Lines Co., 1 Broadway, New York 4, N. Y. 


Mr. Luckey. You did not comment in your prepared statement on 
S. J. Res. 93 and S. 2241, both of which are before the committee. 
Would you care to do that? 

Mr. Sitaptro. Mr. Luckey, I cannot. Unfortunately on last Friday 
when we were preparing our statement, we first heard of these two 
bills as being the subject for hearing. However, I have full intention 
of making sure that the committee is informed on our views in con- 
nection with those two bills. 

Mr. Lucker. Just one last question with regard to this statement on 
page 8 of your statement. You stated that a C1-MAV-1 ship sales 
price is $694,000. 

I wondered where you got that figure. 

Mr. Suartro. This is the floor price under the Ship Sales Act. It 
is six-hundred-ninety-three-thousand-and-some-odd dollars. 

Mr. Luckey. As of what date? 

Mr. Suartno. No; this is the statutory floor price. This is the price 
set by the law. 

Mr. Luckey. Undepreciated ? 

Mr. Swariro. Depreciated to that date, to the date of the closing of 
the act. The law sets up certain standards for prices and establishes 
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certain floors. On the C1-MAV-1 type vessel the floor price is $693,- 
86%. 

Mr. Luckey. Depreciated to what date? 

Mr. Suaprro. Until the closing of the act. 

Mr. Luckey. In other words, until March 1, 1948, and not January 
15. 

Mr. Smarsro. No, Mr. Luckey, that is not quite it. 

The statute itself said that no sales price shall be, in the case of 
a dry-cargo vessel, below 35 percent of the domestic war cost. Thirty- 
five percent of the domestic war cost on this vessel is $693,862. In the 
case of Liberties, it said 3114 percent of the domestic war cost, and 
that brought it down to five-hundred-forty-four-thousand-and-some- 
odd-dollars. 

Mr. Luckey. So this is 35 percent of the domestic war cost, unde- 
preciated, at all? 

Mr. SHartro. That is right. 

Mr. Luckey. I have no further question. 

Senator Corron. Thank you, Mr. Shapiro. 

You have a statement, Mr. Anderson. Do you wish to read the 
statement ? 


STATEMENT OF J. C. ANDERSON, EXECUTIVE SECRETARY, AMERI- 
CAN TRAMP SHIPOWNERS ASSOCIATION, INC.; ACCOMPANIED 
BY MARVIN J. COLES, COUNSEL TO AMERICAN TRAMP SHIP- 
OWNERS ASSOCIATION, INC. 


Mr. Anverson. We will submit the statement if desired. However, 
it is only two and a half pages. 

Senator Corron. Go right ahead. 

Mr. Anvrrson. My name is James C. Anderson. I am executive 
secretary of the American Tramp Shipowners Association, Inc., which 
has a membership of 21 companies owning 44 American tramp vessels 
principally of the Liberty type. I desire on behalf of the association to 
add a short supplement to the joint statement given by the representa- 
tive of the American Merchant Marine Institute on behalf of the in- 
dustry, in which we concur. The purpose of this supplementary state- 
ment is to emphasize one aspect in the proposed legislation which more 
particularly affects American tramp shipping. 

The sale of vessels to foreign registry for transportation of coal 
from the United States to Western European nations is of great con- 
cern to our membership. The export of coal is a very important part 
of our United States ue commerce. The Merchant Marine Act 
of 1934 sets forth very clearly the policy of the United States as re- 
gards the protection and development of its foreign commerce. This 
declaration of policy in effect says that the United States shall have 
for this purpose a merchant marine owned and operated under the 
United States flag by citizens of the United States and composed of 
the most. suitable type of vessels sufficient to carry 50 percent of our 
waterborne export and import foreign commerce. In spite of this 
declaration of policy it is proposed to sell surplus United States Gov- 
ernment-owned vessels to foreign nationals to be used by them in the 
transatlantic coal trades, not only to their individual countries but 
to other NATO nations. 
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The trade in which these vessels will be operated under foreign 
flag is generally referred to as the service between the east coast of the 
United States and the Bayonne-Hamburg range of Western Europe. 
I would like to submit the following figures compiled by our associa- 
tion from the monthly reports of the Bureau of the Census—report 
FT 1000—for the year 1956, covering the oceanborne dry-cargo statis- 
tics for this service: 


Bayonne-Hamburg range—Oceanborne dry-cargo exports from east coast, United 
States, 1956 


Tons | Percent Tons | Percent 
Foreign liners_..........-| 2, 079, 700 6.9 || United States tramps. 1, 584, 000 | 5.3 
Foreign tramps.........-- | 25, 658, 700 | 85. 4 - — | —______— 
| -—_ , | Total United States.| 2, 302, 600 | 7.7 
Total foreign. _..... | 27,738, 400 | 92.3 || : ———— 
==—S> —————— || Grand total._...._- 30, 041, 000 | 100. 0 

United States liners.....-| 718, 600 | 2.4 | 

i 


It will be noted that foreign vessels during the last year carried 
92.3 percent of our exports in this, the most important trade route, in- 
sofar as cargo tons are concerned, in our foreign commerce. It will 
be further noted that the foreign tramp ships alone carried 85.4 per- 
cent of this vast tonnage, 11 times the tonnage carried by our Ameri- 
can merchant marine—liners and tramps combined. It is obvious 
that there is no need on the part of this Nation to increase foreign 
flag tonnage in this trade. 

It is the feeling of our membership that our Nation at this time 
should rather be devoting its thought and energies to the protection 
of our foreign commerce by increasing the percentage of carriage of 
these cargoes by privately owned American rather than foreign tramp 
vessels. We have long and earnestly advocated extension of the op- 
erating differential subsidy provisions of the act of 1936 to American 
tramp vessels. There is presently a bill in committee on this subject. 
Given such assistance and support by its Government, American tramp 
vessels would be enabled to actively compete with the tramp vessels 
of foreign nations and the rates for coal cargoes would in due course 
be reduced to a level making American coal competitive in price in our 
foreign markets. The American Tramp Ship Owners Association is 
deeply disappointed that means are being sought by which the United 
States is asked to develop the bulk-carrying fleets of foreign nations, 
while the American tramp fleet is dependent solely for its existence 
upon the uncertain continuance of 50-50 Government-sponsored car- 
goes. Our members are ever faced with the grim certainty that the 
moment such cargoes are no longer available to their vessels, the 
American tramp fleet will be driven from the seas. 

Senator Porrer. Mr. Anderson, we have with us this morning Mr. 
Marvin Coles, your attorney. We also have with us Senator Cooper, 
who is here, and he has another committee meeting to attend. If we 
could break into your testimony now that you have finished your pre- 
pared statement 

Senator Coorrr. May I interrupt and say, Senator Potter, I appre- 
ciate very much your courtesy, but if it is all right, I would like to 
listen to Mr. Anderson. I thank you. 
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Senator Porrer. Mr. Anderson, in other words, your tramp fleet to- 
day is really in existence just because of the 50-50 percent provisions, 
that we are to carry 50 percent of Government cargo? 

Mr. ANDERSON. Van largely, yes. 

Senator Porrer. Is it the feeling of your association that the sale 
of these ships below world market price would be in direct competi- 
tion with the American-owned tramp fleet, is that correct ? 

Mr. Anprrson. That is correct. 

Senator Porrer. And you are having a difficult time maintaining 
a competitive position as it is? 

Mr. AnvERSON. We are having a difficult time maintaining our ships 
in operation even with the 50—50 cargoes. 

Mr. Luckey. Mr. Anderson, for the record, would you submit a list 
of your membership in the American Tramp Ship Owners Associa- 
tion ? 

Mr. Anperson. I will be glad to. 

(The document above referred to is as follows :) 


Membership of American Tramp Shipowners Association, Inc., June 1957, and 
number of owned vessels on Jan. 1, 1957 
Active members: 
Arrow Steamship Co., Inc 
Elam Shipping Corp- 


Ca os PIII, NDE a eae actarinitinsieeabaanahie aan 
Pacine Nveverware re. 6 2 ke oh eens 
Pan Oceanic Navigation Corp 
Tramp Freighter Corp... =. 6 hee cb ieee 
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Mr. Luckey. You give the figures and statistics on the Bayonne- 
Hamburg range. The 5.3 percent is represented by the tramps on 
page 1. 

Mr. Anprerson. No, there are other tramp vessels as well. There 
has been a breakout of ships from the Government reserve fleet. They 
are all included in this figure. 

Mr. Luckey. What was the size of the American tramp fleet about 
a year or 18 months ago? 

Mr. Anperson. It was close to 95 or 100 ships. 

Mr. Luckey. What happened to the other ships? 

Mr. AnpERSON. Due to economic conditions, 1t was necessary for the 
tramp owners to transfer some of them to foreign flags. 
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Mr. Luckey. In your foreign tramps, there are statistics here of 
85.4 percent. Does that include the eiuiates flag ships that have 
been transferred to foreign flags? 

Mr. Anverson. It might include some of them, yes. 

Mr. Luckey. I wonder if you could give us a breakdown of Ameri- 
can flag ships that have been transferred to foreign flags, what per- 
centage of this cargo they carry ? 

Mr. Anperson. I doubt if even the Bureau of the Census could give 
the carryings, here, ship by ship, and that would be necessary because 
there is no classification there. They are classified as foreign ships. 

Mr. Luckxry. Every time an American flag tramp is transferred to 
a foreign flag, then it becomes a foreign flag even though it is owned 
by an American company ! 

Mr. Anverson. That is correct. 

Mr. Luckey. And, therefore, it becomes competitive to an Ameri- 
can flag tramp, is that not correct ? 

Mr. Anperson. In certain respects, except that the American ere 
at the present time because of the world rates cannot compete in the 
foreign market. Soto that extent they are not competitive. 

Mr. Luckey. They are also not competitive in the 50-50 cargoes that 
are available to American-flag tramps only ? 

Mr. Anpverson. The 50 percent is reserved for American-flag vessels. 

Mr. Luckey. The point I am trying to make is when an American- 
flag tramp is transferred foreign, all of the cargo that it carries merely 
falls into the statistics of a foreign-flag vessel, even though it eer: 
ously was an American-flag tramp and at present is owned by an 
American citizen. 

Mr. Anverson. That is correct. 

Of course, we must bear in mind, too, that the number transferred, 
which I believe was 60, is only a very minute portion of the foreign- 
flag tramp fleet. 

Mr. Luckey. That is what I was trying to find out because I be- 
lieve your statistics are somewhat misleading inasmuch as they indi- 
cate that the foreign tramps consist of foreigners only, when as an 
actual fact, it consists of American owners of foreign-flag ships. 

Mr. Anperson. There are American owners of foreign-flag ships in 
all of the categories in the merchant marine. 

Mr. Luckey. That is true. 

Mr. Anperson. Many of our tankers are foreign-flag owned by 
Americans. 

Mr. Luckey. That is correct. 

Mr. Anperson. But this was a case of dire necessity. It was a case 
of transferring those ships or going out of business. There was no 
way of avoiding it. 

We had 90 ships in lay-up at the time, costing about $4,000 a month 
for maintenance. An individual owner of 1 or 2 ships can’t afford 
that expense. 

Mr. Luckey. No, that is true, sir, but it seems to me that when you 
transfer an American-flag vessel foreign you are merely giving your- 
self a foreign competitor, immediately. 

Mr. Anverson. To the extent of the number of ships. It was only 
a small part of the foreign tramp fleet. 

Mr. Luckey. Is there any way you can give the committee the per- 
centage of cargo carried by that small portion ? 
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Mr. Anperson. They are engaged in the worldwide trade and there 
is no way of finding out what they have in any particular service. 

Mr. Lucky. Where do you get your figures ? 

Mr. ANnprerson. From the Bureau of the Census. But this is for 
the whole service and the only classification is foreign ships and Ameri- 
can ships. There is no subclassification of the foreign ships as to 
whether they are American owned or otherwise. 

Mr. Luckey. But the Bureau of the Census gives the total carriage 
by the names of the vessels. 

Mr. Anperson. Not by individual names. 

Mr. Luckey. How do they compile them ? 

Mr. Anperson. They probably have punchcards that are made up 
from individual reports. But there are thousands of these ships and 
i doubt if they could even run them through for a period of a year. 

Senator Porrer. Of your 44 ships owned by the 21 companies that 
you represent, I assume all those ships were bought under the Ship 
Sales Act ? 

Mr. Anperson. No, not all of them. Some were bought under the 
Ship Sales Act and members have acquired ships since. They have 

icked up a number of Victories and a number of C—2’s that have 
feen sold by some of the liner companies. 

Senator Porrer. They were still purchased under the act, weren’t 
they ? 

Mr. Anperson. They were originally sold to other owners under 
the act, oh, yes. 

Senator Porrer. But the ships to be sold foreign as proposed in 
these various bills would actually give your foreign purchasers a 
much better bargain than they gave you, isn’t that correct? 

Mr. Anperson. Absolutely it would. We concur in the statement 
made by the American Merchant Marine Institu‘e to that effect. 

Senator Porrer. I remember when I was a Member of the House 
of Representatives and served on the Merchant Marine Committee 
over there, there was always a great fear by the maritime industry 
that the very thing would happen that is happening now, that ships 
would be sold foreign and at lower price. 

Mr. Anperson. I would like to comment for a moment on the bill 
proposed by the Maritime Administration: We are in sympathy 
with the desire of any nation to carry its coastwise cargoes in the 
national flag vessels. 

There are two points, however, that we might question in this bill. 
One is that as far as we can see with a quick reading of the bill, 
there is no stipulation in that bill and I don’t see how, if it were 
put in, how it could be policed. That these vessels purchased for 
use in the coastwise trade might not replace other vessels which would 
be released, then, to the worldwide trade in competition with the 
American ships. 

And a second point is that the Government in selling these vessels 
at the conditions proposed which are quite favorable to the Govern- 
ment, is adopting a policy which is denied to the private shipowners. 

_Now, our war-built tonnage is getting old. We will have to pro- 
vide ways and means or find ways and means to replace these vessels 
if we are to continue in the tramp trade. 

The private owner does not have the right to sell his ships foreign 
and obtain a reasonable rate for his ship which might assist him in 
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building an American ship which right here now the Government 
is allocating to itself. We feel that if the Government is going to 
be authorized to do it, the same privilege should be granted to the 
private shipowners. 

Mr. Luckey. Have any members of your association sold any ships 
foreign ? 

Mr. Anperson. Has any of our association done what, please? 

Mr. Luckey. Sold any ships foreign ? 

Mr. Anperson. Built any ships foreign ? 

Mr. Luckey. Sold. 

Mr. Anperson. Sold any ships foreign? No. There was one sale 
foreign that was allowed by the Maritime Administration in return 
for which they are building a large tanker vessel with the proceeds. 

There may have been others. We don’t in our association keep 
tabs on any foreign vessels or operations of any of the members. 

Mr. Luckey. To your knowledge are any members of your associa- 
tion building new dry cargo ships in this country, now ? 

Mr. Anpverson. Any of our members? Not that I know of now, 
in foreign countries. 

Mr. Luckey. Do you believe if the Maritime Administration per- 
mitted your members to sell their vessels foreign, today, they would 
take the money they would make on the sale foreign and build dry 
cargo vessels in this country ¢ 

Mr. Anverson. I think all of the members of the business are in the 
business to stay in there. They are businessmen, they realize that 
their tonnage is not going to last and they have to adopt some means 
of bettering it. 

Mr. Luckey. Do you think they would do it? 

Mr. Anperson. Instead of building they may purchase some of 
the ships of the liner companies that are being replaced there. They 
try to upgrade their tramp fleet in some way. 

Mr. Luckey. Do you feel if these vessels which are before us today 
were only for competitive bidding to both your people and foreign 
purchasers, your people would want to bid on them / 

Mr. Anperson. The Libertys? I doubt it. They want something 
more competitive than the Liberty ship, today. 

Mr. Luckey. They would not be interested in acquiring any of 
these vessels that are before us, today 4 

Mr. Anperson. Not with the restricted market that we are in at 
the present time. As I said, we are confined practically entirely to 
the 50-50 cargoes. We don’t know how long that is going to last, and 
I doubt if any man would put additional funds into an American ship 
of the Liberty type while that condition exists. 

Mr. Luckey. One last question, sir: Mr. Shapiro pointed out in 
his testimony that it is not unusual for American-flag tramps to carry 
cargo one way and return in ballast. ; 

Mr. Anverson. I had a couple of jottings, here, that I had made in 
reference to this statement, and one thing covers that point. I noted 
here that the condition that was so freely granted, that these vessels 
shall return in ballast to the United States so that they “will not engage 
in unlimited competition with American shipping companies” is but an 
empty gesture. American tramp vessels carried 1,584,000 tons, ap- 

roximately 170 shiploads, to the Bayonne-Hamburg range. They 
srought back 44,600 tons, approximately 5 shiploads. 
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In other words, 162 of the 167 eastbound voyages returned in ballast. 
They are not in the trade so how could they be competing with Ameri- 
can ships or any other ships for it. 

Mr. Bourron. You say here the tramps carried 5.3 percent of the 
Bayonne-Hamburg cargoes in 1956. Several of the people who have 
testified here, and ‘I believe maybe even the Maritime Administrator, 
put the tramp-carriage figure lower than that. Some people have 
told us that the tramps were only carrying 1 to 2 percent of the coal. 

Mr. Anperson. That figure I have given you is not the coal. That 
is the entire traffic in this service. 

Mr. Bourson. I want to talk about the coal situation for just a 
minute. 

What is the attitude of the tramps to coal? Aren’t they interested 
even when it goes up to $16.50. 

Mr. Anperson. Of course they are. There are American tramp 
ships today that are carrying coal on consecutive voyage charters that 
were made at the time when they could get a rate that would pay for 
carriage. 

Mr. Bourson. By and large is it costly to jump from the coal trade, 
for instance, to the grain trade and have to clean up the holds and so 
forth? 

Mr. Anperson. No. 

Mr. Bourson. So you are only interested in rates above $9.50? 

Mr. Anperson. We are interested in coal because it is the major bulk 
cargo out of the United States. 

Mr. Bourson. But when can you make money on it? 

Mr. AnpErson. When it is above $10 we can meet a break-even point 
at carrying coal. 

The Maritime Administration set a fairly reasonable rate for Ameri- 
can ships in coal, at $11.60, I believe it was, which was changed to $11.75 
later. 

Mr. Bourzon. You can get that for Government-sponsored cargoes ; 
is that right ? 

Mr. Anperson. If any coal were to be shipped as Government- 
sponsored cargo that would be the fair and reasonable rates for an 


American ship. Very little coal of course is shipped in Government- 
sponsored programs. 


Mr. Bourson. That is all. 

Mr. Luckry. One more question, Mr. Anderson. 

In addition to the rates, what other factors enter into the firming up 
of a contract or a charter on a tramp? Isn’t position important ? 

Mr. Anperson. Position is important, yes, to a great extent. Natu- 

rally if a shipper has a cargo out of the guif and there is no ship in posi- 

tion to take that, an American tramp | owner who might have a ship 
down in the southern part of the east coast would probably make an 
offer for it, but at a rate that would cover the cost of transferring his 
ship around to the gulf to take it. He would be competing naturally 
with any ship that ‘night be in position at the gulf and could afford 
a lower rate. 

Mr. Luckey. Has it been your experience with the depletion of the 
American-flag fleet by transferring a portion of it to foreign that the 
smaller number of ships puts you in a less competitive position because 


of the position of the ship? Do you not have enough ships to go 
around ? 
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Mr. Anperson. No; because in 50-50 cargoes, which is practically all 
we are carrying, the ceiling is set on the rates. 

Mr. Luckey. I am talking about competitive cargoes such as coal. 

Mr. ANnvrerson. We are not in the coal business for new contracts at 
the present time, not at the current rates. We can’t carry it that way. 

Mr. Luckey. I said ignoring the factor of rates, if the rates were 
such that you could carry it, would you not be in a less competitive spot 
because of the fact that you do not have enough ships to be in various 
positions to meet this demand when it arises? 

Mr. Anverson. No; any deficiency there, of course, would be cov- 
ered by bareboat charter ships. We don’t like to see them operating, 
but where they are required we have no opposition and no objection 
to it. 

Mr. Luckey. Why are there bareboat chartered ships out when 
you say the tramp business does not have enough business to keep it 
going ? 

Mr. Anperson. I say we have difficulty at the present time. There 
is a new budget coming in and the 50-50 program is at sort of an ebb 
right now. 

Mr. Luckey. Why did they come out in the first place? If the 
American-flag tramp fleet could carry all of the American cargo of- 
fered, why was it necessary for liner services to go to Maritime and 
bareboat-charter ships to assist in this carriage? 

Mr. Anpverson. I didn’t say that the American flag privately owned 
tramp ships could carry it. We have appeared at these hearings and 
expressed no opposition to the bareboating of Government-owned 
ships as such, but we have consistently warned against overtonnag- 
ing the market. 

Mr. Luckey. The point I am trying to make is if the American- 
flag tramp fleet could have carried this cargo then there would have 
been no necessity to go to Maritime and bareboat ships from the re- 
serve fleet ; is that correct? 

Mr. Anverson. That is correct, but we have taken more ships out 
of layup that there ever was in the American tramp fleet. 

Mr. Lucxry. How many members are there in your organization 
or the American tramp fleet in general who have bareboated ships 
of the Maritime? 

Mr. Anverson. I believe there are two. Each one ship apiece, and 
they were in none of the recent hearings. They were in an old hearing. 

Mr. Luckey. When tonnage became scarce, the liner services or 
subsidized companies went in and bareboated ships, but the tramps 
did not; is that correct ? 

Mr. Anverson. That is correct, to a certain extent, yes. 

Senator Porrer. Any further questions? 

Thank you, Mr. Anderson. 

Senator Porrrer. We are delighted to have the senior Senator from 
Kentucky here, who is a former Ambassador to India, to make any 
comments he has on the pending legislation. 
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STATEMENT OF HON. JOHN S. COOPER, A UNITED STATES SENATOR 
FROM THE STATE OF KENTUCKY 


Senator Coorer. Thank you, Senator Potter. 

Senator Potter and members of the committee, I am here to com- 
ment on Senate Joint Resolution 66, which would authorize the 
sale of 12 Liberty-type vessels, or such smaller- -type vessels as would 
have their total tonnage, to the Government of India or private citi- 
zens of India. I know this committee is familiar with the legal re- 
quirements that have been imposed by the Congress upon the sale 
of any ships of the reserve fleet, so I am not going into that. I know 
also the committee is familiar with the problem of price and many 
technical questions. 

I would like to talk about the importance of this proposed transfer 
to the Government of India. In doing so, I may be able to answer 
some of the questions that have been raised. 

I would not be here except for the fact, as the Senator and the com- 
mittee know, I served in India for about 15 months as Ambassador of 
the United States. In that period, I became acquainted with some of 
their economic problems. I learned something about this problem, 
the question of their need for coastwise shipping. In fact, when I was 
serving there I did some work on this very problem. 

If the committee will bear with me I’ would like to give the mem- 
bers a little background which I think will show the importance of 
coastwise shipping to India and its citizens. 

As the committee may know, India is undertaking a rather large 
and extensive program of economic and industrial development at 
least for its resources. In the 5 years beginning in 1950 and ending 
in 1955, the Indian Government and private citizens invested in 
planned development about $714 billion. Im 1955 a second 5-year 
plan was commenced, which anticipates that the Government will 
spend about $10 billion, and private citizens $5 billion. 

A short time ago, the World Bank made a study of economic de- 
velopment in India, and to my view made a very favorable report. 
In the report, World Bank representatives stated that transportation 
is the bottleneck in the dev elopment of India. In its first 5-year plan, 
India spent about $1,100 million toward the rehabilitation and exten- 
sion of its transportation system, or about 15 percent of its total de- 
velopment cost. In the second 5-year plan it is indicated that India 
would like to spend about $3 billion, which would be 20 percent of 
its total investment. A great part of this would go into their rail- 
way system. India has the third largest railway transportation sys- 
tem in the world. It carries more passenger traffic than any other sys- 
tem in the world, much greater than ours—I think five times as great. 
Of course, it does not equal our capacity in the field of freight. 

Now the need for transportation I think, is critical in that country. 
It is required to carry coal and iron ore to existing steel mills and to the 
new steel] mills that are planned to be built. The problem of inflation 
is a dangerous one; as small industrial advances are made, purchasing 

ower increases. The first demand is for additional food and cloth. 

t is necessary that they have better transportation to transfer from 
one part of the country to another this food and clothes to fight infla- 
tion arising from shortages of food and fiber. 
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The United States Government has granted and loaned a great 
deal of money to India. Its advance has made available to India 
750,000 tons of steel, which has gone chiefly to their transportation 
system. 

I get tomy point. It is that coastwise shipping is needed to relieve 
the railway transportation system. The burden on it is tremendous. 
They cannot keep up with the demands on their railway transporta- 
tion system. 

Their officials informed me in many talks that their chief purpose 
and chief interest in acquiring ships for coastwise traffic was to relieve 
their railway transportation system. It is a critical bottleneck. 

Senator Porrmr. Do they have any coastwise shipping at the present 
time? 

Senator Coorer. Yes. 

Senator Porrer. Is it all in Indian-owned vessels ? 

Senator Coorrr. Yes. Part of this shipping is owned by the Gov- 
ernment of India and part by private enterprise. I think I am correct. 

As an indication of the interest of the United States Government 
in the improvement of India’s transportation system a railway survey 
committee, made up of representatives of American railways, among 
them officials of the New York Central, the Boston & Maine, the 
Norfolk & Western, was sent to India by the Government of the 
United States to advise the Government of India about its transporta- 
tion problems. One of their recommendations was finding other 
means such as shipping, to take the burden off their railways. 

Now I will refer to some of the questions raised by the witnesses 
who have just been on the stand who oppose this resolution—I can’t 
answer all the technical questions raised, but I will address myself 
to their objection. 

One witness asked if the vessels can be restricted to Indian coast- 
wise trade, and what enforcement of the restriction would be available 
to our Government. 

I have no doubt that if a commitment is made by the Government 
of India to restrict these vessels to coastwise shipping, it will honor 
the commitment. I say this flatly and without any reservation. 

For what period of time is the coastwise restriction to be in effect? 
It seems to me that this is a matter to be determined by your com- 
mittee, if you approve this resolution, or by agreement between the 
United States Government and the Indian Government. 

What assurance is available to American ship operators that the 
sale of these vessels to India for coastal trade will not release other 
Indian vessels now in the coastal trade for worldwide shipping, even 
in trade with the United States? My judgment is that the tremendous 
deficit in Indian shipping, their need for all the shipping that they 
can possibly assemble for coastwise trade to relieve their railways 
and for their usual commitments in their own international trade, 
prohibit the release of India shipping for additional international 
trade. : 

Finally, is India able to build the vessels covered by the resolution ? 

I can’t say yes or no categorically. But I can say that their shortage 
of foreign exchange, which could amount to a deficit of about $1 
billion over the next 5 years, their shortage of steel and the other ma- 
terials that would go into ships, it is my judgment that they can’t do 
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any more than they have programed in their 5-year plan. I think that 
is the limit. Their plans indicate a gap in foreign exchange over the 
5 years of $214 billion. <A billion-dollar deficit may result. I did not 
want to come before a committee and urge any unwise transaction, but 
because I have some knowledge of India’s need of shipping I would 
not be doing my duty if I did not urge the passage of the resolution. 

I haven’t gone into the question of our foreign relations. I don’t 
think it is necessary. The very fact that we have had many programs 
in India indicates, I would say, that the United States is sympathetic 
toward India’s need for these vessels. I have no fear at all that they 
will come in competition with American shipping. On the other hand 
it will help our shipping, and I explain in this way: When I was in 
India there were continual discussions between the shipping countries 
of the world and the Government of India about delay in the unload- 
ing of foreign cargoes at Indian ports. One cause of delay grew out 
of labor difficulties—this was one of the factors entering into delay. 

Another factor was the rather antiquated equipment of some of their 
ports. But another cause of delay was the fact that there just weren’t 
enough railroad cars available to move the cargoes away from the 
ports and to the ports. In many cases, American vessels would stand 
out in the harbors for days and at a great cost to them. Foreign 
shippers at times proposed that rates be raised because of delays. 
My judgment is that raising rates wouldn’t help much, but additional 
coastal shipping would help relieve the congestion in the ports. In 
that instance it would be actually helpful to American shipping. 

I want to thank the committee for the chance to talk to them. I 
support and urge the passage of this resolution, providing 12 Liberty 
ships for India. 

Senator Porrer. I want to thank the Senator from Kentucky for 
his presentation. I know of no man in the Senate who has a greater 
knowledge and understanding of the problems of India than Senator 
Cooper. I am sure that he is motivated by a real understanding of 
the problems of India. 

Senator Coorer. May I make one statement there. I make this 
recommendation upon two grounds. First, it is true, it would help 
India. 

Second, I will say I do not think it will hurt the United States. I 
want to make that clear. My first interest is the United States. 

The third proposition I make is that I think it would help the United 
States. I think it would help the shipping business in this problem of 
relieving some of the congestion at the ports. And, fourth, it is my 
belief that it would help the United States in one small part of the 
great program that we have engaged in there and have spent a great 
deal of money on, to help advance the economic development of that 
country. 

In the future I think there will be great opportunities for trade 
between India and the United States. I think it is a rather narrow- 
sighted policy if we should deny the release of a few vessels. 

Senator Coorer. I wish to thank the Senator. 

Senator Porrer. Mr. George Morgan, president of the Association 
of American Ship Owners. 

Mr. Morgan, will you come around, please ? 











92 SALE OF SHIPS FROM RESERVE FLEET 


STATEMENT OF GEORGE W. MORGAN, PRESIDENT, ASSOCIATION 
OF AMERICAN SHIP OWNERS 


Mr. Morcan. My name is George W. Morgan. I am an attorney at 
law and am president of the Association of American Ship Owners, 76 
Beaver Street, New York, N. Y. We appreciate very much the op- 
portunity afforded us to express our views on these proposals, all of 
which would authorize the sale of American ships to foreign interests. 
In effect each of the 5 measures would, to the extent therein specified, 
revive section 6 of the Merchant Ship Sales Act of 1946, a provision 
that originally permitted sales to noncitizens, but which has been 
inoperative since the power to sell to noncitizens was repealed March 
1, 1948. 

One fundamental and important principle of the Ship Sales Act 
was that war-built ships should remain on sale at firm prices for a 
specified period of time and that, thereafter, the Government would 
cease to be a seller in the market, would withdraw its ships from sale, 
and lay them up “in sanctuary” where they would remain unless and 
until they were needed in a national emergency. 

The Government’s assurance that it would withdraw its huge sur- 
plus from the market was an important consideration in the minds of 
American citizens who purchased ships under the act. If the Gov- 
ernment had remained in the market as a seller, its vast supply of ships 
would have depreciated substantially the value of those sold and the 
invested capital they represented. Purchasers were in effect assured 
by the Ship Sales Act that at the end of the sales period the market 
would no longer be influenced by offerings of a large volume of Govern- 
ment-owned tonnage. The earnings opportunities and the values of 
those that had been sold were supposed to be protected in that manner. 

While the terms of the Ship Sales Act were under consideration in 
Congress, the problem of whether or not ships should be sold to non- 
citizens received much consideration. The view that eventually pre- 
vailed was that the fleets of our wartime allies had been badly depleted 
in the common effort and that they should be allowed to purchase re- 
placements for what they had lost in the war. 

But when the replacement program was completed, the old Mari- 
time Commission as an administrative matter discontinued sales to 
noncitizens, and this policy shortly thereafter was commended by the 
Senate and House Committees and was approved by Congress as a 
whole when it prohibited any sales to noncitizens by enac ting Public 
Law 423, 80th Congress. That was the act that cut off foreign sales 
as of March 1, 1948. 

Here is what, in part, the Senate report had to say on sales to non- 
citizens: 

* * * The committee desires to point out that the United States Maritime 
Commission has followed the policy for several months of making no more sales 
to noncitizens, and it never has of course chartered any vessels to noncitizens. 
The committee believes the Maritime Commission is to be commended for this 
policy. * * * 

The committee believes there is no justification for the sale of war-built 
vessels to noncitizens after March 1, 1948. * * * Thus the further sale to for- 


eigners of American vessels would in the committee’s opinion result in a com- 
petitive disadvantage to American-flag operators. 
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The House committee had this to say: 


The committee feels that neither the Maritime Commission nor any other 
agency should attempt to charter, sell, or transfer title to any person who is not 
a citizen of this country, nor to any foreign government. To do so would not 
be in the interest of the United States, nor of the shipping industry, nor of the 
thousands of seamen and workers who are engaged in maritime employment. 

And the same conclusion must be reached today when the world 
shipping market is weak. The General Services Administration re- 
oats sought ships to carry four cargoes of coal from the Northwest 
to Korea. Thirty-three vessels were offered. ‘There have, of course, 
been periods of prosperity in shipping but frequently, as now appears 
to ba the case, the market is overtonnaged and whenever that situation 
exists, the first group to be hurt is the unsubsidized segment of the 
American merchant marine with costs four or five times as great as 
foreign ships. 

The sale of the ships referred to in these bills and resolutions would 
simply increase the oversupply of tonnage. But if the Germans, the 
Italians, the Mexicans, and the Indians have a real need for ships 
they could well purchase them in the private market so that worl 
tonnage would not be further increased. 

A word should be said about the pricing provisions of these pro- 
posals. All seek to authorize sales at or below the prices established 
in the Ship Sales Act, which in the case of Liberty ships was about 
$540,000. The value of such a ship today in the world market is about 
$1,100,000, so that these measures seem to contain an element of sub- 
sidy to noncitizens. 

n conclusion, I should like to urge as strongly as possible that the 
Ship Sales Act not be reopened for any purpose. It seems a matter 
of great importance that our Government should keep faith with those 
who made their purchases on the understanding that unsold ships 
would be placed “in sanctuary” for use only in the national interest 
in t'me of emergency. 

Senator Corron. You say they shouldn’t be sold for anything, even 
if it is confined to coastwise trade ? 

Mr. Morean. I can think of no instance, Senator, in which I would 
advocate sales of ships from the war-built fleet. 

May I add that I haven’t given the Great Lakes fleet consideration 
in answering that. 

Senator Corron. You may mean to except the Great Lakes? Pos- 
sibly do you happen to have an idea of the sale value of the whole 
fleet that we have now? 

Mr. Morean. If it were all thrown on the market ? 

Senator Corron. Yes. 

Mr. Morgan. No; I haven't any idea, but I do have a very firm con- 
viction that it would absolutely demoralize the—— 

Senator Corron. I am not suggesting it be thrown on the market, 
but those ships, the older Liberty ships if sold in small lots, would be 
worth about how much apiece ? 

Mr. Morean. Well ships are offered now by willing sellers in the 
world market at $1.1 million. In the American market, at about 
$750,000. 

Senator Corton. In this reserve fleet we have how many ? 

Mr. Bourzson. About 1,400. 
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Senator Corron. That is 1,400 million. Don’t you think the Amer- 
ican people should be put on notice and understand that if, as a fixed 
policy we closed the door completely and let them rust and rot at the 
dock, that there is that amount added to the direct subsidy that we are 
paying for our merchant marine, is that right? 

Mr. Morean. The theory on which those ships were placed in the 
reserve fleet “in sanctuary” as Admiral Lamb used to say when the 
bill was on the way through Congress—was that they were there for 
emergency. We had between five and six thousand ships during 
World War II. These are a bit of insurance, if you will. 

Senator Corron. They will remain insurance, however, for a limited 
period now. 

Mr. Moraan. Yes. 

Senator Corron. I think the Chairman of the Maritime Administra- 
tion testified they would deteriorate rather faster at the dock than 
they do in use, so that insurance is not going to remain forever. I am 
not suggesting they all be sold, but I just wanted to make that state- 
ment. I wanted to be sure I understood that when you put your foot 
down and say, “No sales of any ships for any purpose,” that the Amer- 
ican people ought to know that you are insisting on the last pound 
of flesh for subsidizing the merchant marine. That may be right, but 
that is your position, isn’t it? 

Mr. Morcan. Well the members of my association, none of them 
have subsidies so if this is a little subsidization for them, it isn’t much. 

Senator Corron. I am not saying that is necessarily wrong, but I 
wanted to make sure I understood. 

Mr. Morean. That is my position. 

Senator Corron. Senator Potter 

Senator Porrrr. I have no questions. 

Senator Corron. Counsel—— 

Mr. Lucxry. What is the difference between vessels being sold to 
India with the same recapture provisions in case of national emer- 
gency and a tramp ship being transferred to foreign flag and remain- 
ing in effect under American control ? re 

Mr. Morcan. One point I think I should have made is if ships are 
to be sold foreign, why should the Government be the favored one? 
Why shouldn’t the private owner be privileged to supply this demand 
for tonnage ? 

Mr. Luckey. I was just referring to this question of insurance. If 
the private owners want to get any vessels out of the reserve fleet, I 
should think that it would be proper to ask for them but you brought 
up this question of insurance and I just wanted to clear that up for 
the record. 

Mr. Morcan. Insurance in case of emergency. 

Mr. Luckey. What is the difference whether it is a vessel engaged 
in the coastwise trade of India, or a former American-flag tramp trans- 
ferred to foreign flag engaged in trade in India? ; 

Mr. Moraan. I think there is some question whether as a practical 
matter you would be able to get them back. 

Mr. Luckey. Isn’t that true about any of them ? 

Mr. Morgan. Not if they are here in the various lay-up sites. __ 

Mr. Luckey. Then do you feel as a practical matter also that it 
might be difficult to get back American-flag tramps that are transferred 
foreign ? 
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Mr. Morean. I think there might be some difficult situations present 
themselves. 

Senator Corron. Isn’t it a fact—am I right or wrong that these 
ships aren’t entirely in sanctuary, they can be and sometimes are char- 
tered, are they not ? 

Mr. Morcan. That is under the emergency provision, Senator, and 
there are now some 100, I guess, on charter. 

Senator Corron. They are in trade of some kind ? 

Mr. Moraan. Yes; they are. 

Mr. Luckxry. You mentioned the American-flag Liberty today costs 
around $700,000. Is that a high price or a low price, on the average? 

Mr. Morean. It is lower than it was. It is lower than it has been. 

Mr. Luckey. Is it lower than it was in 1951? 

Mr. Morean. I can’t answer that. I don’t have the trend of the 
market sufficiently in mind. 

Mr. Luckry. When you say it is lower than it has been, lower than 
it has been when ? 

Mr. Morcan. I am reminded that they sold for $350,000 at one time. 

Mr. Luckey. At what time was that, do you know? 

Mr. Morean. Late 1953 and early 1954. 

Mr. Luckey. So in 1953 and 1954 they were selling for $300,000 and 
today the American market is $700,000. 

Is it not true that the price of the vessels in the open market more 
or less fluctuates in the same ratio as the demand for tonnage? 

Mr. Morean. Yes. 

Mr. Luckey. So that when you have an overtonnaged market you 
have a low-priced vessel ? 

Mr. Morean. That is right. 

Mr. Luckey. Then how do you explain the fact that your Libertys 
today are selling at $700,000, approximately, under the American flag 
and your statement here— 

Mr. Morcan. Well they may go lower. They were higher in De- 
cember. 

Mr. Luckey. I recall a statement in here that you have an over-ton- 
nage market today. Yousay: 

There have been, of course, periods of prosperity in shipping but frequently, 
as now appears to be the case, the market is overtonnaged. 

Mr. Morcan. When 33 vessels compete for four cargoes, I would 
say that is an overtonnaged situation. 

Mr. Luckey. Why does not the price of a Liberty fall? 

Mr. Morean. It has fallen. 

Mr. Luckey. It has fallen from what? 

Mr. Morean. I don’t know what the high was. $1,750,000 was the 
high in the world market, I understand. It isnow down to $1.1 million. 

Senator Porrer. When was that, right after the Suez crisis? 

Mr. Morean. Last fall. 

Mr. Luckey. You feel today that the market being overtonnaged, 
the price of the Liberty will continue to fall ? 

Mr. Moraan. I think it is very likely. 

Mr. Luckey. Do you feel it will fall to the point where it would be 
the equivalent of the floor price? 

Mr. Moraan. I can’t predict. 

Senator Porrer. How many shipowners do you represent ? 

Mr. Moraan. Six. 
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Senator Porter. How many ships do they have? American ships? 

Mr. Moraan. Thirty-five, perhaps. 

Senator Porrrr. Most of those ships were purchased under the Ship 
Sales Act? 

Mr. Morean. Not all of them. Some of them have been constructed 
both before and since the war. I am speaking of the Seatrain ships. 

Senator Porrer. One of the main objections you have is, first, that 
by opening this up for foreign sale, you feel it is in violation of the 
intent of the Ship Sales Act ? 

Mr. Morean. Of the bargain that was offered to the shipowners at 
that time, yes, sir. 

Senator Porrrr. And many American shipowners bought these 
ships under the impression that the Ship Sales Act would remain— 
the spirit of the law would be carried out? 

Mr. Morean. Well certainly that was the spirit of all the hearings 
and the committee reports and the debates. 

Senator Porrer. And it is true the shipowners you represent are 
the nonsubsidized shipowners 4 

Mr. Morean. That is right. 

Senator Porrer. No, the bulk of your trade is in the 50-50 cargo, 
is that correct ? 

Mr. Morean. No, the bulk of it is in the domestic trades. Some in 
the 50-50 cargoes, but the bulk in domestic trade. 

Senator Porrer. I assume also you probably are concerned with the 
fact that in the past when legislation of this kind has been passed, such 
as the sale of ships to the Philippines where it was intended for inter- 
island trade, you woke up one morning and found out that they were 
released from their requirements to serve in interisland trade and were 
serving in deepwater trade? 

Mr. Morcan. I wasn’t aware of that. 

Senator Porrer. Has that happened ? 

Mr. Morean. I am not aware that it has happened. 

In the interisland trade those ships serve as feeder ships. 

Senator Porrrer. Those were released from serving solely for inter- 
island trade. 

Mr. Morcan. They were? 

Senator Porter. Yes. 

Are you concerned about the same thing Mr. Anderson referred 
to in his statement, the possibility that these ships, while they are 
designated for coastal trade, may then be replacing vessels that are 
presently in the coastal trade and go into other types of service? 

Mr. Moraan. Yes, sir. 

Senator Porrrer. I have no further questions. 

Senator Bratz. Thank you very much. 

Our next witness will be Mr. John B. Fisher. 

I am very happy to welcome you back to the Hill, Mr. Fisher. 


STATEMENT OF JOHN B. FISHER, PARTNER, JOYCE & FISHER 
ASSOCIATES 


Mr. Fisurer. Thank you, Senator Bible. I thank the committee 
and its staff in its courtesy in receiving me this morning. 

Senator Bratz. I understand the situation and you may proceed 
in your own manner. 
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Mr. Fisuer. My name is John B. Fisher, a partner in the firm of 
Joyce & Fisher Associates, with offices located here and in Boston. 
I am speaking this morning for C. H. Sprague & Son Co., of Boston, 
a firm that is New England’ s largest distributor of co a and oil, serv- 
ing thousands of New England citizens, dozens of New England 
industri al firms and certain of our Federal Caetanani installations 
in the New England States. 

Senate Joint Resolution 84 has but two purposes—the promotion, 
in the interest of the American coal industry, of increased sale of 
American coal abroad, and by the means set forth in this bill, the 
obtaining for our Government of a cash return for vessels otherwise 
of questionable use and value. 

Both the preamble and the text of Senate Joint Resolution 84 set 
forth clearly the substance of this dual purpose and need no repeti- 
tion by me except by way of reinforcement of the following points: 

First, the advantage derived by the American coal industry through 
~ sale of these vessels to a responsible purchaser and, thereby, the 

transportation of American coal in these vessels to that purchaser. 

Second, the identification and proven reliability of the purchaser, 
Franz Haniel et Cie, of Duisburg, Germany. 

Third, the advantage to be derived by the United States Govern- 
ment in contributing, through private enterprise, to the economic 
well-being of a strong and friendly ally such as West Germany and 
other members of the North Atlantic Treaty Organization. 

Fourth, the minimal impact upon the American merchant marine 
resulting from the sale of such vessels to a friendly foreign interest. 

With your approval, Mr. Chairman, and that of the other mem- 
bers of the subcommittee, I should like to address myself very briefly 
to each of these points. 

First, the advantage to be derived by the American coal industry 
by this measure. Not many years ago the coal industry of the United 
States was in a state of rapid decline as the result of the increased use 
of oil and gas. Unemployment was widespread in the industry and 
its allied services. Then, the curtailment of the oil supply in World 
War II brought vividly into focus the prime importance of the coal 
industry to the welfare of the country and, of course, a resurgence of 
coal production. 

After the war there was another slump in the industry, followed 
by a slight upswing resulting from our program of American aid to 
Europe. This did not last long, however, and the industry and its 
allied services again went into the same all-too-familiar decline. The 
most recent increase in demand for bituminous coal abroad, amount- 
ing to about 10 percent of our entire national production, has served 
as a great stimulus to the industry and all our people connected with 
it. 

It has been recognized for some time that only the development 
of new markets for coal in other parts of the world would provide 
a cure for the industry’s economic ills. The existing worldwide power 
shortage, expressed by this historic demand for coal in Europe and 
elsewhere, represents just such a new and expanding market. 

Such a market, however, can be exploited fully only if American 
coal can be delivered to it at competitive prices. Such delivery can 
be accomplished only so long as suflicient transportation is made avail- 
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able and transportation costs are maintained at reasonable levels. 
Sufficient transportation for American coal purchased for delivery 
abroad is not yet available, and it is very difficult for anyone to predict 
when it may be. 

Second, the Germany company which seeks permission to purchase 
these vessels, Franz Haniel et Cie., is one with a long, substantial, 
and respect: able history dating back some 200 years, It has been for 
decades, and continues to be, : a regular purchaser of American coal 
from American mines and American firms whenever tr: unsportation 
of such coal can be made available, this having in the past been the 
only bar to uninterrupted purchase of American coal by Franz Haniel 
et Cie. 

In this connection, if I may, I should like to quote two paragraphs 
from a letter received by me from Mr. H. B. Holland, president of 
C. H. Sprague & Sons Co. 

Referring to Franz Haniel & Co., Mr. Holland writes: 

These people have been large importers of American coal for the last 7 or 8 
years, and we have sold them a large part of this coal but not all of it by any 
means. They are particularly desirous of securing these ships so they can be 
in position to quote on long-term contracts on American coal for various German 
gas and electric plants. 

Some of these utilities are now buying from 3 to 10 years ahead, and the 
violent fluctuations in the vessel rates have made it impossible for Haniel to 
quote on this business on a businesslike basis, and they have been unwilling 
to negotiate this business on sheer speculation with respect to vessel rates. We 
are quite prepared to offer them coal on a satisfactory basis for practically any 
period of time. And, since these ships will be confined to the coal trade between 
the United States and Western Europe, their possession by Haniel would be of 
great benefit to our coal mines, as well as railroads and affiliated interests. 

I believe I can best testify to the stability and responsibility of 
Franz Haniel et Cie. by offering for the record, with the permission 
of the chairman and members of the committee, the following 
exhibits: 

(a) A letter from the Chase Manhattan Bank, 18 Pine Street, New 
York City, describing the organization and affirming the financial 
and business responsibility of Franz Haniel et Cie. 

(o) A letter from the First National Bank of New York, 55 Wall 
Street, New York City, containing a report from that institution’s 
correspondent bank in Duisburg, Germany, on the reputation and 
financial dependability of Franz Haniel et Cie. 

(c) A letter from Deutsche Bank Aktiengesellschaft West, Filiale 
Duisburg, Germany, testifying similarly to the reliability and capacity 
of Franz Haniel et Cie. 

(d) A letter from Franz Haniel et Cie., itself, identifying and 
describing its organization and its maritime and coal interest. 

(e) A brief biographical identification of Mr. Werner Dietrick 
Ahlers, president of Franz Haniel et Cie., and of Dr. Friedrich Wil- 
helm Lenz, principal director of Franz Haniel et Cie. These state- 
ments originated with the company and were made available on 
request. 

bet me say here that these exhibits are appended in copy form to 
my prepared statement. 

Senator Brste. They will be made a part of the record. 

Mr. Fisuer. Third, I know how well aware the Members of the 
Congress are of both the need and the opportunities we all see for 
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reinforcing, whenever we can, through proper and effective means, 
our economic and political ties with those nations allied with us in 
the North Atlantic Treaty Organization, especially through channels 
of private enterprise rather than through governmental foreign aid 
programs. West Germany has been and is an increasingly impressive 
example in this regard. Chancellor Adenauer’s recent visit to this 
country and his conversations here in Washington testified eloquently 
to that fact. 

Senate Joint Resolution 84, by its very nature, offers us a practical 
opportunity for further contributing, in our own economic and 
political self-interest, to the well-being of reliable West German 
friends and to the further strengthening of their economic sinews 
for purposes of peacetime progress and prosperity, as well as against 
the day of possible national emergency. 

Fourth, the minimal impact upon the American merchant marine 
resulting from the sale of such vessels to a friendly foreign interest. 

The Federal Maritime Administrator himself—and may I say at 
this point, Mr. Chairman, from acquaintance with the Federal Mari- 
time Administration over the past 8 years, I have reluctantly taken 
issue with the Maritime Board Chairman in this regard, reluctantly, 
because I know of no more able, dedicated, or conscientious public 
servant than Mr. Morse. 

The Federal Maritime Administrator himself, in recent public state- 
ments and in testimony before the House Merchant Marine and Fish- 
eries Committee, has referred to the finance ial advantage that could 
result. for the United States Government in disposing quickly of 
vessels of this kind by sales to foreign or domestic interests, the re- 
turns from which might be applicable to new construction or other 
United States maritime : advantage. 

The fact that Franz Haniel et Cie. is prepared to offer American 
dollars in full for these vessels represents a clear and substantial ad- 

vantage to be derived by the United States Government through the 
enactment of this proposed legislation. When to the sale price of 
these vessels there is added recoupment of the loss now being sustained 
by our Government in the year-to-year mothball m: rintenance of these 
ships in reserve-fleet nests, that advantage is reinforced. 

I know the members of the committee will recall Mr. Morse’s testi- 
mony as to the cost per year of maintaining these vessels in such status. 
I think it pertinent to ask, in that very regard: For how many years 
is this likely to continue as a total loss? 

Senator Binte. Mr. Fisher, was that figure between $3,000 and 
$3,500 a year? Is that the figure you refer to? 

Mr. Fiser. Yes. For all of these vessels in the nests. 

Senator Corron. You mean for each of these vessels ? 

Mr. Fisuer. Yes, senator; thank you. The life of these vessels has 
been estimated, by customary formula, at 20 years. It was pointed out 
that most of them were constructed between 1942 and 1946. It, there- 
fore, becomes very possible that a good many of these vessels in reserve 
have an estimated life remaining of only 5, 6, possibly 7, years. 

Therefore, I think this particular question now takes on added 
pertinence. How much longer this total loss? 

Senator Brste. Wasn’t it testimony that the total annual cost was 
something in the neighborhood of $5 million a year? 
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Mr. Fisner. I recall it as $7.5 million. I noted that it was not an 
exact multiplication of the other figures adduced by Mr. Morse, but 
this is because of other general expenses involved. 

Senator Bisie. Your best judgment is that the total cost of main- 
taining this fleet in the mothball fleet is in the neighborhood of $714 
million per year; is that correct ? 

Mr. Fisuer. Yes, sir. 

Senator Bretr. Thank you. 

Mr. Frsuer. It is to be expected that American-flag operators, both 
subsidized and unsubsidized, may well offer opposition to such pro- 
poe legislation, representing it as contrary to the interest and well- 
eing of our merchant marine. In this they are, of course, wholly 
within their rights. 

Let me, in this regard, Mr. Chairman, emphasize here that I speak 
only in support of Senate Joint Resolution $4 and not of other similar 
or seemingly related bills. This is a specific proposal, not a general 
one. It is an individual proposal, not one having relation: ship, inter- 
national or otherwise, with any comparable measures. 

As respects competitive argument which may be raised by American- 
flag operators, which has, indeed, been raised already, I can only ask 
whether or not there are now sufficient American vessels available to 
transport this American coal to friendly nations abroad in the quantity 
and with the frequency needed. 

Senator Brete. Didn’t I understand Mr. Morse to say there were 
sufficient vessels available? 

Mr. Fisner. I understood him to say so; yes, sir. Yet I think there 
are in the record both from Federal Maritime Administration and 
other sources qualifying comments which I would like to quote, if 
I may, in a moment. 

Senator Brste. Oh, yes. I didn’t mean to interrupt your thought, 
but I did hear the testimony of Mr. Shapiro this morning on this very 
point, and he certainly took definite exception to that statement you 
just made. 

Mr. Fisner. Yes, both Mr. Shapiro and Mr. Anderson, for whom I 
have greatest respect, differ with me on this point. 

Senator Brste. I am sorry I didn’t have the opportunity of hearing 
Mr. Anderson. I did hear Mr. Shapiro, and 1 know his contention 
was opposite to the point you are just making. 

Mr. Fisuer. That is right, Senator. 

Senator Bratz. Thank you, Mr. Fisher. You may proceed. 

Mr. Fisuer. Reference has been made to the historic, unprecedented 
demand for American coal which does exist abroad, especially in 
Europe. That demand is not now being met by American-flag vessels 
or by foreign-flag vessels. In short, the American coal industry is 
being deprived of sale outlets and markets because of lack of maritime 
transportation facilities. 

In this respect, Mr. Chairman, I should like to quote, not in contra- 
diction of those who have preceded me, but in statements from official 
sources, certain evidence that I think supports this contention of mine. 

Senator Brstz. We would be very happy to have it, because this 
seems to be a very distinct point of difference. 

Mr. Fisuer. It is indeed. 

On Wednesday, June 5 , Mr. Morse, in his capacity as chairman of 
the Federal Maritime Board and Maritime Administrator 
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Senator Brste. That is June 5 of this year? 

Mr. Fisuer. Yes, sir. Appearing at the 12th annual meeting of the 
Coal Exporters Association here in Washington, D. C., Mr. Morse said 
this at one point in his remarks: 


There are a few American ships in the coal trade. Compared to the total 
average number of ships so engaged, however, our participation is very weak. 
In January and February of this year, there were some 33 to 34 privately owned 
United States-flag ships in the trade. In addition, however, there are today 29 
Government-owned ships in operation under bareboat charter, a small percentage 
of the number requested by United States operators last winter when the ocean 
rates were soaring. Percentagewise American-flag carrying is less than 5 percent 
of the total export coal movement. 


Now, in terms of earlier date but with direct reference to this ques- 
tion of whether or not there are sufficient maritime transportation 
facilities to take American coal abroad, I should like to quote from the 
official decision of the Federal Maritime Board, dated October 3, 1956, 
identified as Docket No. M-70, which represented the approval of the 
Federal Maritime Board of the American Coal Shipping Co.’s appli- 
cation for 30 vessels for bareboat charter. 

Senator Brste. I am very happy to have you quote from that de- 
cision, Mr. Fisher; I think 1t would be well to have the decision in its 
entirety made available to the committee in case they might want to 
read it. 

Mr. Fisuer. I will be happy to do so. 


[Served October 3, 1956—Federal Maritime Board] 
FEDERAL MARITIME BOARD 
No. M-70 


AMERICAN COAL SHIPPING, INC.—APPLICATION TO CHARTER THIRTY LIBERTY-TYPE, 
War-Bui_t Dry Carco VESSELS 


Submitted August 9, 1956. Decided October 3, 1956 


The transportation of American coal in foreign commerce on American-flag 
vessels operated by American Coal Shipping, Inc., found to be a service which 
is required in the public interest and is not adequately served, and for which pri- 
vately owned American-flag vessels are not available for charter by private 
operators on reasonable conditions and at reasonable rates for use in such service. 

John C. Gall and Jerome Powell for applicant. 

Welly K. Hopkins for United Mine Workers of America. 

Richard W. Kurrus for American Tramp Shipowners Association, Inc., Mark 
P. Schlefer for A. H. Bull Steamship Company, Luckenbach Steamship Company, 
Inc., Marine Transport Lines, Inc., and Marine Navigation Company, Inc., Frank 
B. Stone for American Export Lines, Inc., Ronald A. Capone for United States 
Lines Company, Walter HE. Maloney for American Merchant Marine Institute, 
Inc., and Robert H. Duff for Moore-McCormack Lines, Inc., interveners. 

Allen C. Dawson and Richard J. Gage as Public Counsel. 


REPORT OF THE BOARD 


This is a proceeding under section 5 of the Merchant Ship Sales Act of 1946 
as amended by Public Law 591, 81st Congress. American Coal Shipping, Inc., 
filed an application to bareboat charter 30 Liberty ships from the National De- 
fense Reserve Fleet for use “in worldwide trade principally to carry American 
produced coals to foreign ports and to carry other suitable bulk cargoes, including 
manganese, bauxite, and iron ores” for an indefinite period. 

The Maritime Administrator referred the application to the Federal Maritime 
Board for a hearing, as required by section 5 (e) of the Act. After due notice 


published in the Federal Register, hearings were held and oral argument was 
had before an examiner. 
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The application was opposed by United States Lines Company, American Ex- 
port Lines, Inc., Moore-McCormack Lines, Inc., A. H. Bull Steamship Company, 
Ine., Luckenbach Steamship Company, Inc., Marine Transport Lines, Inc., Marine 
Navigation Company, Inc., American Merchant Marine Institute, Inc., and Amer- 
ican Tramp Shipowners Association, Inc. 

The United Mine Workers of America appeared in support of the application. 

i The examiner recommended that the Board make the findings required by sec- 
tion 5 (e) of the Act and so certify to the Secretary of Commerce, subject to cer- 
tain restrictions and conditions. 

Exceptions were filed to the examiner’s initial decision by the applicant and 
by United States Lines, American Export, A. H. Bull, Luckenbach, Marine Trans- 
port, Marine Navigation, American Merchant Marine Institute, and American 
Tramp Shipowners Association. 

Replies to the exceptions were filed by the applicant and by A. H. Bull, 
Luckenbach, Marine Transport, Marine Navigation, American Tramp Ship- 
owners Association, and Public Counsel. 

, Oral arguments were heard by the Board on the exceptions to the examiner’s 
initial decision. 

Telegrams were received by the Board, before and after the record was closed, 
from persons claiming to have an interest in the outcome of this proceeding, urg- 
ing the Board to deny the application. It is inappropriate and contrary to the 
Administrative Procedure Act, and such messages will be disregarded. 

We agree generally with the conclusions reached by the examiner on the three 
statutory issues, but we are not in accord with some of the restrictions and con- 
ditions recommended by him. 

American Coal Shipping, Inc. (ACS), is a newly formed company incorporated 
in June of this year. Its stockholders, all of whom are said to be American 
citizens, consist of three groups, each of which owns one-third of the issued 
stock and is represented on the Board of Directors. The three groups are: 
(1) the United Mine Workers of America, the labor union that represents sub- 
stantially all of the bituminous coal miners; (2) the three railroads that carry 
coal to Hampton Roads, the Chesapeake and Ohio, Norfolk and Western, and 
Virginian, which carry more than 85 percent of the coal exported by sea; and 
(3) seven coal mine operators and producers, including some of the largest 
producers and exporters, who mined approximately 25 percent of the bituminous 
coal exported from the United States and who controlled possibly 40 to 50 per- 
cent of such exports, in 1955. 

The authorized capital stock of the company is $50 million, of which $5 million 
has been paid in so far. Its officers testified that there will be no public offering 
of stock, but that the balance of the $50 million will be made available when 
needed. The certificate of incorporation precludes intercoastal and coastwise 
operations.’ 

ACS has a skeleton staff at present, but two of its stockholders, C. H. Sprague 
and Pocahontas Fuel, own and operate American-flag vessels in the coastwise 
coal trade, and stand ready ready and willing to furnish the necessary experienced 
operating personnel as soon as they are needed. 

The company owns no vessels but it has just contracted to purchase one Liberty 
ship at a cost of $775,000. The 30 reserve fleet Liberties are sought as a “stop- 
gap” until the company can build or convert vessels. Applicant has employed 
a naval architect to prepare plans and has preliminary sketches for a new 
20,500-ton collier. The company contemplates acquiring and converting a T-2 
tanker to a collier, but it has no figures on the amount it would invest in new 
construction or reconversion. Further than that, applicant has not revealed 
plans for acquiring its own fleet, except to state that any construction or conver- 
sion would bein U.S. yards. 

According to the Chairman of its Board of Directors, the purpose for which 
applicant was formed was to enlarge the facilities for exporting coal on American- 
flag vessels. He testified that the company would serve all shippers “without 
discrimination” and that it was not formed to transport the coal of its stock- 
holders alone. One of the directors said that applicant’s “broader objective is 
to provide a stabilizing force on ocean shipping rates.” But its President testi” ed 
that it was not intended to depress rates. Witnesses also testified in effect that 
applicant was formed to assure an adequate supply of American-flag vessels at 





1'The Interstate Commerce Act prohibits a railroad from owning or having any interest in 
a common carrier by water if the railroad might compete for traffic with the water carrier. 


49 U.S. C. 5, par. (14), (15), and (16). 
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reasonable rates to transport some of the increase in coal exports anticipated 
over the coming years. The opponents of the application attributed other motives 
to the incorporators, which will be considered later. 

Witnesses testified that coal exports, in particular those to Western Europe, 
are expected to increase very substantially over the coming years; that exports 
would increase at the rate of 10 percent each year for an indefinite period in 
the future; that coal exports during the first six months of 1956 increased 17 
percent over 1955; that between 30 and 40 million tons of coal were exported 
in 1955 and 2214 million tons were exported during the first 6 months of 1956; 
that exports in 1956 will be over 40 million tons, possibly 44 million tons or 10 
percent over 1955; and that based on the record dumpings at Hampton Roads 
this July, more than 50 million tons may be exported in 1956. Estimates of 
future exports went as high as 100 million tons by 1960. These figures, it was 
said, do not include exports of coal by rail to Canada, which average from 17 to 
22 million tons a year. 

ACS has had long and short term offers from importers in Europe to charter 
its vessels and has received requests to quote rates for contracts from Belgian 
and German brokers for several hundred thousand tons a year. An officer of 
a large coal producer said that his company has a contract to export one million 
tons a year for three years, mostly to Germany, and that, in all, the company 
would export three million tons to Germany, Holland, France, England, South 
America, Japan, and Belgium in 1956. He said his company also has had sub- 
stantial inquiries through exporters for prices FOB mines for export over periods 
of two to five years. 

Witnesses for the applicant testified that transportation costs represent 
from 40 percent to 60 percent of the cost of coal delivered in Europe; that prac- 
tically all coal moving from America to overseas ports moves on foreign-flag 
vessels: that American vessels carried from 4 percent to 5 percent of the coal 
exports in 1955 and only 1 percent during the first six months of 1956; that 
coal exporters are at the mercy of the foreign-flag shipowners; and that the 
potential foreign market for coal could be jeopardized by insufficient bottoms 
or excessively high rates. 

The responsibility for passing upon charter applications is shared by the 
Federal Maritime Board and the Maritime Administrator.” The Administrator 
may “in his discretion” reject or approve the application, but he may not approve 
it until he has made certain determinations and until the Board has made certain 
findings and recommendations. The Administrator must determine, among 
other things, that the applicant is a citizen of the United States, and that, in his 
opinion, “the chartering of the vessel to the applicant would be consistent with 
the policies of this Act.” The Administrator also passes upon applicant’s finan- 
cial and operating qualifications. 

Section 5 (e) of the Merchant Ship Sales Act of 1946 provides that war-built 
dry cargo vessels may be chartered for bareboat use “in any service” which, in 
the opinion of the Board: 

1. “is required in the public interest,” 

2. “is not adequately served,” and 

3. “for which privately owned American-flag vessels are not available for 
charter by private operators on reasonable conditions and at reasonable 
rates for use in the service.” 

If the Board makes these findings in favor of granting the application, it is re- 
quired to so certify to the Secretary of Commerce, and to recommend “any 
restrictions and conditions” which it determines are “necessary or appropriate’— 
“to protect the public interest in respect to such charters” and “to protect 
privately owned vessels against competition” from the chartered vessels. 

Public interest.—The first question to be determined by the Board is whether 
the “service” in which the vessels will be operated “is required in the public in- 
terest.”” The application states that the vessels will be used “in world-wide trade 
principally to carry American produced coals to foreign ports and to carry other 
suitable bulk cargoes, including manganese, bauxite, and iron ores.” The ves- 
sels will be operated under the American-flag with American crews. We believe 
that such service is clearly in the public interest. One of the policies of the 





2Section 5 of the Merchant Ship Sales Act of 1946. 60 Stat. 41, as modified bv section 
204 of Reorganization Plan No. 21 of 1950. 64 Stat. 1273. and Publie Law 591. 81st Con- 
gress. 64 Stot. 304. divides the responsibility for noessirng upon charter apnliestions hetween 
the Secretary of Commerce and the Federal Maritime Board. The Secretary has delegated 
his authority in such matters to the Maritime Administrator, section 6.01, subsection 2, 
paragraphs (1) and (2) of Department Order No. 117 (Amended). published as section 
5.(a) (2) (i) and (ii) in the Federal Register, September 15, 1953, 18 F. R. 5518, 5519. 
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Merchant Ship Sales Act of 1946 is to promote an American Merchant Marine 
sufficient to carry a substantial portion of the waterborne export and import 
commerce of the United States. 

We recently determined in the Isbrandtsen case, Docket No. M—67, that the 
carriage of coal from United States North Atlantic ports to France was in the 
public interest, and that government owned vessels could be bareboat chartered 
to private operators for use in that service. We found that the transportation of 
coal to France would assist the economy of that country, which is linked closely 
to the welfare of the United States, and would benefit the coal and shipping in- 
dustries of the United States. The record in this case establishes public interest 
to a greater degree than in the /sbrandtsen case. Here, witnesses testified that 
the need for coal in Western Europe is increasing at a rapid rate, and that if the 
application is granted coal will be carried on American-flag vessels to all coun- 
tries of Western Europe and possibly Japan and South America. It will, there- 
fore, help the economy of many friendly countries, and possibly make it un- 
necessary for them to seek coal from other countries which are potential sup- 
pliers of coal. 

The proposed service would help the American coal industry to retain its 
European markets, and it would, therefore, be of benefit to the coal miners, the 
coal operators, the coal carrying railroads, and indirectly stimulate the general 
welfare of our economy. Moreover, it would directly result in the employment 
of 1,200 American seamen, and the use of American repair yards, which are 
very tangible elements of public interest. 

Applicant’s plans to construct or convert vessels in American yards for opera- 
tion under the American flag with American crews in the coal trade are bold 
and commendable, but they are entitled to be given little weight in these pro- 
ceedings until more has been accomplished to carry them out. 

Opponents, all of whom are American-flag owners or their representatives, con- 
tend that while the transportation of American coal on American vessels to our 
allies may be in the public interest, such transportation when performed by a 
newly formed company, and in particular this applicant, with Government owned 
Ships in competition with privately owned American-flag vessels is not in the 
public interest. They say that it may be in the interest of everyone else, but 
certainly it is not in their interest. In fact, they contend that it is directly con- 
trary to the best interests of the American shipping industry generally, both 
liners and tramps. 

Some of the opponents contend that the objective of ACS is to benefit the coal 
industry and not the American privately owned merchant marine; that it will 
operate at a loss, depress coal rates, indeed “break the market,” which will drive 
the tramp ships out of the coal trade and force them to seek other bulk cargoes 
such as grain, a higher grade cargo that is carried by the American-flag liners 
as well as the American-flag tramps; that the combination of three such powerful 
elements of the coal industry to “stabilize” ocean freight rates constitutes an il- 
legal combination in restraint of trade in violation of the antitrust laws; that 
ACS will carry proprietary cargoes; that the solution of the coal transportation 
problem should be sought under section 211 (h) of the Merchant Marine Act, 
1936; and that ACS is not qualified. 

The Board’s primary responsibility in considering applications to charter Gov- 
ernment owned vessels is to promote and safeguard the public interest and the 
American Merchant Marine. We have, therefore, considered very carefully the 
charges of the established American-flag owners that the granting of the appli- 
cation in this case would be injurious to them. We agree with their contention 
that the “public interest” issue is not satisfied by a showing merely that the pro- 
motion of the coal industry and transportation of coal are in the public interest. 
The test is whether the proposed “service” is “required in the public interest.” 
However, we do not believe that the proposed service would injure the American 
Merchant Marine or that the other objections raised by the interveners suf- 
ficiently outweigh the benefits that would result to the public generally by the 
operation of the proposed service. Therefore, we must conclude that such serv- 
ice is “required in the public interest.” 

We do not believe that ACS intends to operate at a loss or to break the market 
or unduly depress rates. Those charges appear to be based on statements of 
certain directors of ACS that its objective was “to provide a stabilizing force 
on ocean shipping rates” and that the rates were “higher than they should be.” 
There is no direct evidence to support such charges. On the contrary, several 
directors testified that the company intended to operate at a profit and that it 
did not intend to break or depress rates. Moreover, the railroads who own stock 
in ACS have called attention to the fact that it would be illegal for them to en- 
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gage in a loss venture.* An experienced charter broker who was familiar with 
the coal and other bulk cargo trades testified that, in his opinion, ACS with 30 
vessels could not “stabilize” or “break the market”; that it might have a tem- 
porary depressing effect on the market, but not for long, because 30 ships could 
carry only 5 percent of the coal exports. He also testified that, in his opinion, 
80 ships would be absorbed by the increased demand for coal tonnage and would 
not divert tonnage from coal to other trades. 

We believe that a sufficient showing has been made to justify reasonable per- 
sons to conclude that coal exports will be approximately 10 million tons greater 
in 1956 than in 1955, and that 1957 exports will be approximately 10 percent in 
excess of 1956. The 30 chartered vessels could carry only 25 percent of the 
1956 increase over 1955 exports. No vessels are being built for American-fiag 
operation which could be used to carry any portion of the estimated increase. 
Even if the increase in exports does not reach one-quarter of the estimate, 30 
chartered ships would not take away cargoes from American-flag operators. 
However, the charters will be subject to review and cancellation by the Maritime 
Administrator, which should provide a safeguard against undue injury to Amer- 
ican-flag owners. 

Interveners argue that applicant is an illegal combination which will operate 
in restraint of trade in violation of the antitrust laws, and that, in deciding 
whether the application is required in the public interest, the Board has “the 
duty to give weight to the antitrust policy of the Nation * * *,” quoting from 
Georgia v. Pennsylvania Railroad Co. (324 U. 8S. 489, 456 (1945)), which cited 
McLean Trucking Co., v. United States (321 U. 8S. 67 (1944)) as authority for 
that statement. We agree that it would be contrary to the public interest to 
encourage the formation or operation of an illegal monopoly, and we would not 
wish to charter Government-owned vessels to a company which we thought in- 
tended to use them in violation of the antitrust laws. We agree, also, that in 
deciding whether the application is required in the public interest we should 
give weight to the antitrust policy of the Nation, but we cannot decide authori- 
tatively such questions as whether the transaction contemplates an illegal price- 
fixing device, an undue restraint of trade, or an attempt to monopolize, which 
are forbidden by the antitrust laws. We can only express our opinion on these 
questions for the purpose of deciding whether the service is “required in the 
public interest.” This principle of administrative law was recognized in the 
McLean Trucking case, where the Supreme Court said, with respect to the 
Interstate Commerce Commission (321 U. 8. at pp. 79-80) : 

“Thus, here, the Commission has no power to enforce the Sherman Act as such. 
It cannot decide definitively whether the transaction contemplated constitutes 
a restraint of trade or an attempt to monopolize which is forbidden by that act. 
The Commission’s task is to enforce the Interstate Commerce Act and other 
legislation which deals specifically with transportation facilities and problems. 
That legislation constitutes the immediate frame of reference within which the 
Commission operates, and the policies expressed in it must be the basic de- 
terminants of its action.” 

Within the framework of that concept, we do not believe that the record 
justifies the claims that applicant is an illegal combination which will operate 
in restraint of trade in violation of the antitrust laws, any more than it did in 
Appalachian Coal, Inc. v. United States (288 U. S. 344(1933)).4. We do not be- 
lieve ACS can or will fix prices, which would be illegal under United States v. 
Socony Vacuum Oil Co. (3810 U. 8S. 150 (1940) ). 


3If ACS operated at a loss the railroads who own stock in it would probably be in viola- 
tion of sections 2, 3, and 6 of the Interstate Commerce Act, 49 U. S. C. 2, 3 (1). 6 (7), 
which prohibit rebating, giving undue prefercnee or advantage, and receiving different com- 
pongstion for the same transportation. BdO R. Co. v. U. S., 305 U. 8. 507, 523-4 (1939) ; 
N.Y.,N. H. d H. R. Co, vy. ICC, 200 U. S. 361 (1906), and the Elkins Act, 49 U. 8. C. 41 (1), 
which also makes it illegal for a railroad to give a rebate. United States v. Union Stock 
Yard, 226 U. S. 286. 309 (1912); Kerr v. Southwestern Lumber Co. of N. J., 78 F. (2d) 
348, 350 (Sth Cir. 1935). cert. denied, 296 U. S. 611 (1935); In Re Wharfage Charges of 
the Galveston Wharf Co., 23 I. C. C. 585 (1912). 

4In this case, 137 competing producers of bituminous coal formed a corporation to act 
as their selling agent, with authority to set the prices. They controlled 73 perecnt of the 
coal produced in the Appalachian territory. The Supreme Court dismissed the suit which 
was brought by the United States to enjoin the company as a combination in restraint of 
trade and a monopoly in violation of the Sherman Antitrust Act. The Court said (288 
U. 8. at p. 375): “In the instant case there is, as we have seen, no intent or power to fix 
rices ; abundant competitive opportunities v ill exist in all markets where defendants’ coal 
s sold, and nothing has been shown to warrant the conclusion that defendants’ plan will 
have an injurious effect upon competition in these markets.” 


94693—57——8 
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We have already considered the charges that applicant plans to depress rates 
or break the market, and we have concluded that there is insufficient basis to 
assume that it intends to act improperly or unlawfully. Applicant’s operation 
may have a tendency to stabilize rates, but many of its witnesses testified that 
the company intended to charge reasonable rates and operate at a profit, both 
of which are worthy objectives. An officer of the company testified that there 
were no agreements to fix prices or allocate customers or territories to which 
coal is shipped, and that the company has no intention to break or depress rates. 
He also testified that, before he participated in the organization of ACS, he ob- 
tained an opinion from his counsel that ACS did not violate the antitrust laws. 
While that has no weight in determining whether ACS does actually violate the 
antitrust laws, it shows good faith on the part of one of the organizers, who ap- 
parently did not wish to participate in an illegal undertaking. 

The chairman of the board of directors testified that ACS will carry coal for 
all shippers “first come, first serve” without discrimination, and that it was not 
formed to transport the coal of its stockholders alone. Its president testified 
that “the policy has been established that these ships are going to be operated 
as an independent shipping line, offered on the market to any charterer, and not 
confined to the owners of the company.” It was also testified that the mine- 
owners will not give preference to ACS when shipping. The enforcement of 
the antitrust laws, except where superseded by the Shipping Act, 1916 (which is 
not here relevant), is primarily the responsibility of the Department of Justice, 
and we are Satisfied that, if the Department deems it necessary, it will review 
the operation of ACS from an antitrust point of view as it does in other cases. 
The Board has a continuing jurisdiction over all operations under the 1916 Act, 
Far East Conference v. United States (342 U. S. 570 (1952)). Moreover, the 
charters provide for annual review and termination by the Administrator for 
any reason upon 15 days’ notice, which will amply protect the public interest 
against the continuance of any improper practices of the charterer, should they 
develop. 

Opponents contend that it is not in the public interest to permit Government- 
owned ships to be chartered for the carriage of proprietary cargoes; that ACS 
proposes to use the 30 Libertys to carry coal cargoes for its stockholders, whose 
basic interests are to make money on the sale of the cargo rather than the opera- 
tion of ships. They say such a practice can lead to demoralizing consequences 
for established steamship companies who must make a living from ocean trans- 
portation alone. They cite Ponce Cement Corporation—Charter of War-built 
Vessels (3 F. M. B. 550); Grace Line Inc.—Charter of War-built Vessels (3 
F. M. B. 703), and refer to the legislative history of the Merchant Ship Sales 
Act of 1946. Without deciding whether vessels may be chartered for a solely 
proprietary purpose, we do not consider the operation in this case as proprietary. 
None of the coal transported by ACS will be owned by it. Some of it may be 
coal that was mined by one of its coal-producing stockholders, but most of it 
will not be owned by a stockholder, because coal is customarily sold f. o. b. the 
mine, 

The ACS does not itself operate coal mines, and its certificate of incorpora- 
tion will not permit it to act as a coal dealer or coal broker. We have already 
referred to testimony of officers of ACS to the effect that it will carry coal for 
all shippers, “first come, first serve,” that it will not discriminate in favor of 
its stockholders, and that it will operate as an independent shipping line and 
offer its vessels on the market to any charterer and not confine them to the 
stockholders. 

We do not agree with the argument that it would be contrary to the public 
interest to grant the application because of the provision of section 211 (h) of 
the Merchant Marine Act, 1936. Under this section, the Administrator ® is au- 
thorized to investigate and determine the advisability of enacting legislation 
authorizing the Board “* * * in an economic or commercial emergency, to aid 


5 The penalties for violating the antitrust laws are heavy. The United States, through 
the Antitrust Division of the Department of Justice, may enjoin the activity (15 U. S. C. 
4) or seek criminal penalties (15 U. S. C. 1, 2). or both. It may also sne for damages it 
sustains as a result of the violation (15 U. S. C. 15a: ¢. 283. 69 Stat. 282). Private per- 
sons aggrieved by antitrust violations may sue for treble damages (15 U. S. C. 1, 15). 

®Sec. 204 of Reorganization Plan No. 21 of 1950. 64 Stat. 1273, transferred to the 
Secretary of Commerce all functions of the United States Maritime Commission except 
those otherwise transferred to the Federal Maritime Board, in pt. I of the plan, which did 
not include functions under sec. 211 (h) of the Merchant Marine Act, 1936. The Secretary 
has mate his authority in such matters to the Maritime Administrator. (See foot- 
note 2. 
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the farmers and cotton, coal, lumber, and cement producers in any section of 
the United States in the transportation and landing of their products in any 
foreign port * * *.” 

Before this section could be applied, there would have to be an “economic or 
commercial emergency” which does not exist in this case. The application is not 
based on the existence of an emergency such as contemplated by section 211 (h). 
Applicant admitted that the market for coal in Europe would probably not dis- 
appear if the application were denied, and one intervener tuok exception to the 
examiner’s failure to find that there is no danger of losing the coal-export market 
if the vessels are not chartered to applicant. Moreover, the procedure for char- 
tering vessels under section 5 of the Merchant Ship Sales Act of 1946 is not 
dependent upon any findings or determinations under section 211 (h). 

Finally, on the issue of public interest, we do not agree with the contention that 
applicant fails to qualify to charter vessels because it has no “practical experience 
in the operation of vessels” or “any other factors that would be considered by a 
prudent businessman in entering into a transaction involving a large investment 
of his capital,” as required by section 713 of the Merchant Marine Act, 1936, which 
is made a part of section 5 of the Merchant Ship Sales Act of 1946. The respon- 
sibility to pass upon applicant’s qualifications rests with the Maritime Adminis- 
trator and not the Board.’ However, we invite the Administrator’s attention to 
the fact that the record shows that although ACS has never operated a vessel 
and has only a skeleton staff, its president is a steamship executive of 40 years’ 
experience, and 2 of its stockholders who own and operate American-flag vessels 
in the coastwise trade have agreed to furnish the necessary experienced operat- 
ing personnel as soon as they are needed. Moreover, its officers and board of 
directors are responsible men of wide business experience, who may be relied 
upon to act as prudent businessmen in managing the affairs of the company. 

Adequacy of service.—The second question for the Board to decide is whether 
this is a “service” that “is not adequately served” by American-flag vessels. It is 
well settled that the adequacy of service contemplated by section 5 (e) of the 
Ship Sales Act is the adequacy of American-flag operations in the service. 
American President Lines, Ltd—Charter of War-built Vessels (3 F. M. B. 646, 
648 ; H. Rept. 2353, 81st Cong. 2d sess., p. 6). 

American-flag vessels carried from 4 to 5 percent of American coal exports 
in 1955, and only 1 percent of such exports during the first 6 months of 1956, 
although coal exports increased 17 percent over 1955, according to testimony 
given by the chairman of the board of ACS. This testimony was unchallenged and 
must be accepted as establishing conclusively that the export-coal service is not 
adequately served by American-flag vessels. Even the opponents of application 
acknowledge that American-flag ships have not traditionally engaged in the 
coal trade. 

Opponents contend that the reason the service is not adequate is because the 
rates have been too low to support an American-flag operation. The reasons for 
the inadequacy of the service are not at issue, we are limited to the question of 
whether the coal service is adequately served by American-flag vessels. The 
answer is inescapable. As one witness said, “American-flag vessels have prac- 
tically abandoned the coal shipping field.” 

Opponents also say that the need for vessels to carry coal is no greater now 
than it was when the Board declined to charter vessels for the carriage of gov- 
ernment sponsored cargoes on July 9, 1956, in Docket No. M-69. 

One intervener suggested that this case should be consolidated with Docket No. 
M-69 until a need is shown for more vessels; and that if coal cargoes develop, 
a formula should be worked out to allocate vessels to existing American-flag 
owners and operators in proportion to the number of vessels owned by them. 

We believe that a greater showing of need for American-flag vessels to trans- 
port coal has been made in this case than in Docket No. M-69. There, applica- 
tions were filed by 14 companies to charter a total of 77 vessels for use in world- 
wide trading for the carriage of International Cooperation Administration and 
other government sponsored cargoes. While the increasing volume of coal ex- 
ports to Europe was regarded by ICA as the main factor in bringing about what it 
considered to be a scarcity of tonnage, the alleged need for ships to carry coal 
in Docket No. M—69 represented only a small percentage of the total government 
cargoes for which vessels were sought. It was estimated that 2.4 million tons 
of tramp vessels would be needed in 1957 for grain, fertilizer, sugar, lumber, 





7 Sec. 204 of Reorganization Plan No. 21 of 1950, and Department Order No. 117. See 
footnote 6. 








108 SALE OF SHIPS FROM RESERVE FLEET 


serap, and coal; whereas, in this case, it has been estimated that coal exports 
in 1957 will exceed 1956 exports by 10 percent or from 414 to 5 million tons. 

It is true that no showing has been made in this case that coal shipments have 
been held up because of a lack of ships. However, we do not think it is neces- 
sary to wait until the pinch has been felt, in view of the strong showing of esti- 
mated exports for -957. Accordingly, we see no need to withhold action in this 
case or to consolidate it with Docket No. M-G69. However, in view of the number 
of applicants and ships requested in that case, which included some vessels for 
the carriage of coal, we believe that any applicant in Docket No. M-69 should be 
afforded the same opportunity to charter vessels for the carriage of coal as the 
applicant in this case. 

Availability of vessels for charter—The record in this case establishes that 
“privately owned American-flag vessels are not available for charter by private 
operators on reasonable conditions and on reasonable rates.” 

We agree with interveners that before applying for government owned ves- 
sels, applicant should have tried to charter privately owned American-flag vessels, 
which it admittedly made no effort to do. We repeat what we said in Docket 
M-69 (Sub. No. 1), which is equally applicable here: 

“* * * we feel that the applicant should have, with more specificity, estab- 
lished the extent to which the market for privately owned American-flag vessels 
was canvassed—when, by whom, and in what manner. We feel that the appli- 
cant should have produced a witness who could testify directly on this matter.” 

Nevertheless, the record shows that no American-flag owner has offered a ship 
to ACS for charter at any rate, since notice of this hearing was given on July 
20, 1956, although applicant’s need for vessels was well known to the industry— 
so well known, in fact, that witnesses testified that the filing of the application 
had a depressing effect on the charter market. While we do not condone appli- 
cant’s failure to try to charter vessels, we believe the American-flag owners who 
oppose the granting of the application, and who own ships which they say may 
be forced out of business if the application is granted, should use self help to 
the extent of offering their vessels to a prospective charterer. The facts speak 
for themselves. 

American-flag liner operators do not contend that they are interested in carry- 
ing coal. American-flag tramp owners do not have sufficient ships to carry any 
substantial quantity of the anticipated coal exports even if they devote them all 
to carrying coal, which they will not do, because if the owners made them avail- 
able for coal they would not be available for grain and other cargoes under 
the 50-50 law.® 

A witness for the American-flag tramp shipowners testified that 51 American- 
flag tramp vessels would become available within 9 months. However, in giving 
details regarding the availability of these vessels he spoke of only 27 to 30 ves- 
sels that possibly would be available between now and the end of the year. Clearly 
all of these vessels would not be devoted to the coal trade at reasonable rates, 
NSA rates or lower, because if that were done they would not be available for 
better paying grain cargoes under the 50-50 law. However, if all 27 of these 
vessels were devoted to the coal trade, as well as the 34 others that make up the 
51 vessels mentioned as possibly available, they could not begin to carry any 
substantial portion of the anticipated increase in coal exports. 

A witness for an American-flag owner appearing in opposition to the applica- 
tion testified that there was an oversupply of American ships to carry all bulk- 
type cargoes, but he gave no figures to support that conclusion. He estimated 
that there were approximately 125 privately owned American-flag Liberty ships 
but when asked to estimate how many of these would be available to haul coal 
by the end of the year, and how many were under charter to MSTS, he was 
unable to do so. 

Although the world fleets are increasing, no dry cargo vessels are now under 
construction for American-flag operation. One witness testified that the new con- 
struction being built throughout the world would not result in an oversupply of 
coal carrying vessels if the estimated coal exports materialize. 

Restrictions and conditions.—The examiner, in his initial decision, recom- 
mended that if the charters are granted, they should contain the following re- 
strictions and conditions : 

1. That applicant should be required, for a given period, to charge not less 
than a reasonable minimum rate determined by the Administrator, and that 


8 Public Law 664, 83d Congress, approved August 26, 1954, c. 68 Stat. 832. 
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applicant should submit to the Administrator details of its operating costs, with 
the understanding that the minimum rate might then be changed by the Ad- 
ministrator ; 

2. That applicant should not be permitted to operate in the coastwise or inter- 
coastal trades; 

3. That, in view of the dependence of the berth operators on parcel lots of 
bulk commodities other than coal, applicant should not be permitted to carry 
bulk commodities other than coal, either outbound or inbound; provided, how- 
ever, that the privilege of carrying other cargoes could be accorded by the Admin- 
istrator upon petition of applicant and after the Administrator was satisfied that 
the berth operators would not be unduly injured thereby; 

4. That any charters which might be granted should be for a period of 12 
months, subject to the usual right of cancellation by either party on 15 days’ 
notice; 

5. That charter hire should be at a rate not less than 15 percent of the un- 
adjusted statutory sales price or the floor price of the vessels chartered, which- 
ever is higher, and 

6. That all break-out, lay-up, and incidental expenses should be borne by the 
applicant. 

Applicant excepted to recommendations 1, 3, 4, and 6. 

The examiner’s recommendation for a minimum rate was based on his belief 
that it was possible for applicant with its large resources to charge a rate that 
would result in substantial loss to applicant and produce chaos among the other 
operators in the trade. We believe that possibility is so remote as to be almost 
impossible. We have previously given our reasons for concluding that applicant 
will not operate at a loss or depress the rates. Although applicant’s stockholders 
represent a large and dominant portion of the coal industry, its position in the 
overseas transportation of coal is relatively small. The 30 ships operated by 
applicant would not be able to carry more than approximately 2% million tons 
of coal a year in the Hampton Roads-Antwerp/Rotterdam service, which is only 
about 5 percent of the estimated coal exports of 45 million tons for 1956 and 50 
million tons for 1957. Since foreign-flag vessels carried 95 percent of the coal 
exports in 1955 and approximately 99 percent of the exports so far this year, they 
dominate the market and could easily make the minimum rate fixed for ACS 
their maximum rate and seriously hinder ACS from obtaining cargoes. More- 
over, ACS with 30 vessels will be able to carry less than 25 percent of the esti- 
mated increase in coal exports over 1955, so that there is litt!e likelihood that it 
would take cargoes away from American-flag operators. Therefore, we do not 
believe that it is necessary that a minimum rate be determined by the Maritime 
Administrator to protect the public interest or privately owned vessels from com- 
petition. 

We agree with the examiner that applicant should be limited to coal cargoes 
outward, but we do not believe the inward cargoes should be so restricted, be- 
cause it would have the practical effect of forcing ACS to return light. The 
principal inward cargoes available to applicant are ores, and we believe ACS 
should be permitted to carry ore inbound in order to obtain revenues needed for 
its successful operation in the coal trade. 

We believe that the charters should be for an indefinite period. ACS has 
asked for the vessels as a “stopgap” until it can build or convert vessels. Its 
construction plans have not been completed, but we believe a year is a reason- 
able time in which to complete those plans and undertake definite commitments 
for new ships. We believe also that after the charters have been in effect for 
a period of 6 months, the Maritime Administrator should review the progress 
made by applicant in carrying out its new construction program to determine 
whether sufficient progress has been made to warrant continuation of the 
charters, and, lacking reasonable excuse for insufficient progress, should exer- 
cise his option to terminate the charters. 

The examiner’s recommendation that applicant should be required to pay all 
breakout, layup, and incidental expenses conformed with the Board’s policy 
when his initial decision was served. However, since that time the Board has 
recommended to the Secretary of Commerce that, with reference to breakout, 
readying, and layup costs, the Secretary of Commerce should establish uniform 
rates of charter hire which take into consideration the N. S. A. fair and reason- 
able rates, and authorize the use of the vessel operations revolving fund for the 
activation, repair, and deactivation cost provided for in Public Law 890, 84th 
Congress. Grace Line Ine.—Charter of War-built Vessels, Docket No. M-71, 
decided September 7, 1956. We believe that the same recommendation should 
be made in this case. 
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FINDINGS, CERTIFICATION, AND RECOMMENDATIONS 


On the basis of the facts adduced at the hearing, the Board finds and hereby 
certifies to the Secretary of Commerce— 

1. That the service under consideration is required in the public interest; 

2. That such service is not adequately served ; and 

3. That privately owned American-flag vessels are not available for charter 
by private operators on reasonable conditions and at reasonable rates for use 
in such service. 

The Board determines that the following restrictions and conditions are 
necessary or appropriate to protect the public interest in respect of such charters 
and to protect privately owned vessels against competition from the chartered 
vessels : 

1. That any charter which may be granted herein should be for an indefinite 
period, subject to the right of cancellation by the charterer on 15 days’ notice, 
such right, at the option of the Administrator, to be conditioned upon full pay- 
ment to the government of the remainder of one year’s charter hire which will 
be considered as recoupment of breakout and layup costs, and the right of 
cancellation by the government on 15 days’ notice; 

2. That the basic charter hire rate should be directly related to the N. S. A. 
fair and reasonable rate, but in no event should it be at a rate of less than 15 
percent per year of the statutory sales price computed as of the date of charter; 

3. That, with reference to breakout, readying, and layup costs, the Secretary 
of Commerce should establish uniform rates of charter hire which take into 
consideration the N. S. A. fair and reasonable rates, and authorize the use of 
the vessel operations revolving fund for the activation, repair, and deactivation 
cost provided for in Public Law 890, 84th Congress ; 

4. That, when the government has recouped all of the activation, repair, and 
deactivation expense, consideration should be given to reducing the rate of 
charter hire, always consistent, however, with the policies of the Merchant Ship 
Sales Act of 1946; 

5. That ACS shall at all times be limited to carrying bulk cargoes. In view 
of the dependence of the berth operators on parcel lots of bulk commodities 
other than coal, applicant should not be permitted to carry bulk commodities 
other than coal outbound or ores inbound; provided, however, that the privilege 
of carrying other bulk cargoes may be accorded by the Maritime Administrator 
upon petition of applicant and after the Maritime Administrator is satisfied that 
the other American-flag operators will not be unduly injured thereby ; 

6. That applicant should not be permitted to operate the vessels in the coast- 
wise or intercoastal trades; 

7. That after charters have been in effect for a period of six months, the Mari- 
time Administrator should review the progress made by applicant in carrying 
out its new construction program to determine whether sufficient progress has 
been made to warrant continuation of the charters. 

8. That favorable consideration should be given to other applications made 
by qualified American-flag owners to charter vessels for operation in the coal 
trade on the same terms and conditions as are granted to the applicant in 
this case. 

By the Board. 

A. J. WitiiaMs, Secretary. 


Mr. Fisner. There has been testimony adduced relative to this 
issue that made detailed reference to the matter of rates and the ques- 
tion of the number of ships available. It is to these two points that 
f address these quotations from the above docket. 


An experienced charter broker who was familiar with the coal and other 
bulk cargo trades testified that in his opinion, American Coal Shipping with 
30 vessels could not stabilize or break the market, that it might have a tem- 
porarily depressing effect on the market, but not for long because 30 ships could 
carry only 5 percent of the coal exports. He also testified that in his opinion 
80 ships would be absorbed by the increased demand for coal tonnage and would 
not divert tonnage from coal to the other trades. 

We believe that a sufficient showing has been made to justify reasonable 
persons to conclude that coal exports will be approximately 10 million tons 
greater in 1956 than in 1955, and that 1957 exports will be approximately 10 
percent in excess of 1956. The 30 chartered vessels could carry only 25 percent 
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of the 1956 increase over 1955 exports. No vessels are being built for American 
flag operation which could be used to carry any portion of the estimated increase. 

Senator Brste. Right at that point, did I understand testimony 
from Mr. Shapiro that there is an American line that is now in the 
process of acquiring ships to carry coal to Germany? Did I under- 
stand that corerctly? I think he said they obtained one ship and 
have several others on order. 

Mr. Fisuer. You are referring now to this American Coal Shipping 
Co., sir? ; 

Senator Birnie. The American Coal Shipping Co. 

Mr. Fisuer. Yes. That company now has 7 vessels operational, 
1 of which is owned by the company itself, purchased last fall, the 
other 6 being on charter from the national defense reserve fleet. 
These are 6 of the 30 referred to in this application. 

Senator Biste. Did this acquisition occur subsequent to this Oc- 
tober 3, 1956, date of the decision that you read ? 

Mr. Fisuer. Yes, the six have occurred subsequent to that time. 
They are 6 of the anticipated 30 for which at that time the Federal 
Maritime Board gave approval. The company has not been able to 
continue in its breakout of the vessels from the fleet in order to enjoy 
the advantage of all 30 because of labor troubles which for some 
months have stifled its progress. 

Senator Brste. Thank you. 

Mr. Fisuer (reading) : 

Even if the increase in exports does not reach one-quarter of the estimate, 
30 chartered ships would not take away cargoes from American-flag operators. 
However, the charters would be subject to review and cancellation by the Mari- 
time Administration which should provide a safeguard against undue injury to 
American-flag owners. 

Senator Corron. The 30 chartered ships, that decision referred 
to were never chartered / 

Mr. Fister. No. Only 6 of the 30 have been. 

Reference has also been made in previous testimony to the role of 
the so-called tramp ships in this trade. This question was raised at the 
time of the hearing before the Federal Maritime Board when American 
Coal Shipping applied for its 30 vessels. Here again, quoting from 
this same decision, is the opinion of the Federal Maritime Board in 
this regard : 

American-flag vessels carried from 4 to 5 percent of American coal exports in 
1955 and only 1 percent of such exports during the first 6 months of 1956, al- 
though coal exports increased 17 percent over 1955 according to testimony 
given by the chairman of the board of American Coal Shipping Co. 
This testimony was unchallenged and must be accepted as establishing con- 
clusively that the export coal service is not adequately served by American-flag 
vessels. Even the opponents of application acknowledge that American-flag ships 
have not traditionally engaged in the coal trade. Opponents contend that the 
reason the services is not adequate is because the rates have been too low to 
support an American-flag operation. The reasons for the inadequacy of the 
service are not at issue. We are limited to the question of whether the coal 
service is adequately served by American-flag vessels. The answer is inescapable. 
As one witness said, American-flag vessels have practically abandoned the coal 
shipping field. 

Senator Biniz. Who is it who makes that statement ? 

Mr, Fisner. This was a witness appearing before the Board and 
quoted by the Board in its decision. 
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Senator Breiz. The Board is quoting the witness with favor on that 
point ? 

Mr. Fistrer. Yes. 

Senator Breite. Very well. 

Mr. Fisuer. The further statement is made relative to American- 
flag and particularly tramp operation, to this effect : 

American-flag liner operators do not contend that they are interested in carry- 
ing coal. American-flag tramp operators do not have sufficient ships to carry 
any substantial quantity of the anticipated coal exports, even if they devote 
them all to carrying coal which they will not do because if the owners made them 
available for coal they would not be available for grain and other cargoes under 
the 50-50 law. 

I think it is important at this point, Mr. Chairman, to emphasize 
the fact that throughout our hearings thus far—and very understand- 
ably because it represents an affirmative interest on the part of all of 
us—attention has been concentrated upon the American merchant 
marine, and the advantage or disadvantage to it which would result 
from approval of such bills as these now before you. 

I should like to suggest that, as has been mentioned but briefly, 
there is another major factor of consider ation, before as one of major 
American interest, namely, the health and wellbeing of the American 
coal industry which in its various departments and ramifications em- 
ploys, by Bureau of the Census figures of 1950, 536,685 people—a 
larver number, undoubtedly, today. 

The question is not alone, although it cannot and should not be ig- 
nored, what effect these bills will have upon the American Merchant 
Marine; not this alone, but what justice is being done or can be done, 
or what injustice might be done a great American industry by denial 
of an opportunity to keep open and healthy and to open still other 
sales and marketing outlets for American coal. 

Senator Bretz. What is the state of the coal industry in the United 
States asoftoday? Isit healthy? Is it weak? 

Mr. Fisner. It is healthy, but by reason of the fact of this compara- 
tively new-born but growing demand abroad. The opportunity, by 
statement of Mr. John L. Lewis and many other experts in the field, 
for continued health and growth of the American coal industry, lies 
perhaps almost exclusively with these new markets being developed 
abroad, and not in regards opportunity for domestic consumption. 

Senator Brnte. It is your considered opinion, then, that the whole 
mining industry might be sick unless you did develop foreign markets? 

Mr. Fisuer. I think this is no question whatever as to that and I 
think there would be testified to this most strongly by not only leaders 
of the United Mine Workers of America, but also by outstanding men 
in coal operation management. There is no question about it whatso- 
ever. 

Senator Corron. On that point, if I may be permitted, Mr. Chair- 
man. 

Senator Bratz. Certainly. 

Senator Corron. Our situation in New England, I think, is illus- 
trative of the coal situation. Our industries in New England and 
our power-producing plants cannot afford to buy Pennsylvania coal or 
West Virginia coal because of cost of transportation by rail to New 
England. They can afford to buy the residual oil by Venezuela which 
is shipped by tankers, and we have been constantly struggling not to 











SALE OF SHIPS FROM RESERVE FLEET 113 


have our supply shut down. We have been down before Mr. Fleming 
and his present successor. That illustrates the problem of the coal 
company on transportation. In thesame way by ship we can keep New 
England industry going by bringing in residual oil from Venezuela, 
we cannot afford to buy the coal output by rail. In the same way, the 
coal industry can make up for that loss if they can reasonably export 
their coal abroad. So one hand washes the other. It saves our indus- 
tries and also saves the coal industry. 

Wouldn’t you say that is a correct statement ? 

Mr. Fisner. I agree, Senator, completely. 

With reference to the inability of the American-flag operators to 
provide the transportation required, I respectfully invite your atten- 
tion, Mr. Chairman, to Federal Maritime Board determinations and 
statements of recent months relative to the bareboat chartering of 
Liberty ships from the national defense reserve fleet for use “in world- 
wide trade principally to carry American-produced coals to foreign 
ports * * *” for an indefinite period. 

The Board has found and certified—and here again I quote from 
docket M-70, earlier referred to—the Board has found and certified 
to the Secretary of Commerce the following three facts: 

1. That the service under consideration is required in the public interest; 

2. That such service is not adequately serviced ; and 

3. That privately owned American-flag vessels are not available for charter 
by private operators on reasonable conditions and at reasonable rates for use 
in such service. 

There is no evidence available to my knowledge, Mr. Chairman, in- 
dicating that that situation which has obtained for many months has 
changed substantially since, if at all. Moreover, the present and antici- 
pated low rates obtaining for transatlantic coal shipment seem unlikely 
to improve these prospects for service. 

In this regard, may I say also, Mr. Chairman, that I think the Amer- 
ican Coal Shipping Co., however much beset by its present troubles 
and those that have persisted for many months, is an enterprise of 
great future promise and one which, as the Federal Maritime Board 
itself has indicated, should be given every proper encouragement. But 
that company, however auspicious its future, is not as I have previously 
indicated here by testimony from the Maritime Board, yet prepared 
to meet this present demand. 

In summary, Mr. Chairman, we seek an advantage for the American 
coal industry by capitalizing upon existing opportunities for sale of 
American coal abroad, provided transportation for that coal can be 
obtained. 

We offer as a prospective purchaser of vessels, whose function would 
be the transportation of American coal abroad, an outstanding indus- 
trial organization located and long operative in West Germany, one 
of our most helpful and friendly world neighbors. 

We emphasize the financial advantage to be derived by the United 
States Government from such sale and the contribution concurrently 
made through private enterprise to the economic and, therefore, the 
political health of West Germany, as well as by indirection to that of 
our brother NATO allies. 

We suggest that the thus-far proven inability of American-flag 
vessels to provide transportation for American coal of itself illustrates 
the minimal impact upon the American merchant marine which would 
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result from sale of these vessels to a friendly foreign interest at this 
time. 

We feel, in summary, that Senate Joint Resolution 84, from every 
visible standpoint, deserves favorable consideration and approval and 
hope, sincerely and respectfully, that the committee will agree. 

(The letters referred to in Mr. Fisher’s statement are as follows:) 


ExHisit A 


THE CHASE NATIONAL BANK, 
New York, December 6, 1956. 
Mr. G. S. BALDWIN, 
Secretary, C. H. Sprague & Son, 
New York, N.Y. 

DearR Mr. Batpwin: Referring to your inquiry of December 19, we are pleased 
to furnish you with information regarding the German concern Franz Haniel & 
Cie, G. m. b. H., obtained in your behalf by our branch in Frankfurt/Main, from 
banking and other sources there. 

The enterprise is a limited liability company which was organized as such 
in 1917 to succeed to an old established business of the Naniel family, dated back 
originally nearly 200 years. While its headquarters are in Duisburg-Ruhrort, 
the enterprise has branches and a number of subsidiaries in various cities of 
Western Germany. It engages in the production, processing and sale of coal, 
other mining products, steel and construction materials, dealing also in various 
other products, particularly fuels. In addition, the concern operates its own 
fleet of vessels, used particularly for inland water transportation on the Rhine, 
but including also some oceangoing ships. In this connection, an article appear- 
ing in the German press under date of September 29, 1956, indicated that the 
company had developed into the second largest concern engaged in shipping on 
the Rhine and that through its subsidiary, Oldenburg-Portugiesiche Dampschiffs- 
reederei in Hamburg, it also participates in ocean shipping. 

The three partners in Franz Haniel & Cie. G. m. b. H. are said to be Walter 
Kaecke, Klaus Haniel and the Beteiligungs-Aktiengesellschaft Ruhrort; while its 
management, our informants state, is headed by Werner Ahlers and also includes 
Graf Eduard Waldersee and Dr. rer, pol. Friedrich Wilhelm Lenz. Those con- 
nected with the management are described as persons prominent in German eco- 
nomic circles. With respect to Mr. Kaecke, one of our valued German corre- 
spondents informs is that he acts as adviser and represents the Haniel family. 
Some members of that family also are reported to be among the principal share- 
holders of a number of important German enterprises, including the well-known 
Gutehoffnungschuette Aktienverein, Neurnberg/Oberhausen and Rheinpreussen 
A. G. fuer Bergbau u. Chemie, Homberg (Ndrh.). Our German banking friends 
—_ - . they have had pleasant business relations with Franz Haniel & Cie. 
G. H. for decades. Although details concerning the relationship have not 
heen eo to us, its German bankers state that they consider the concern one 
of the leading ones in its line in Western Germany which, in their opinion, may 
be considered responsible for its engagements. 

Although we have not been abie to obtain a financial statement of Franz Haniel 
& Cie. G. m. b. H., we are informed that it has a capital of DM15 million. It is 
reported that of this amount DM§8,688,400 is held by Mr. Walter Kaecke and 
DM4,211,600 by Beteiligungs-Aktiengesellschaft Ruhrort, both referred to above, 
while the remainder of DM2,100,000 is in the hand of Mr. Klaus Haniel. 

Beteiligungs-Aktiengesellschaft Ruhrort, Duisburg-Ruhrort and Duesseldorf, 
which as indicated above appears as one of the partners in Franz Haniel & Cie. 
G. m. b. H., we learn, was organized in September 1953. We are advised that 
it was founded pursuant to a law of the Allied High Commission of May 16, 1950, 
and a plan dated October 27, 1952, providing for the reorganization of the prewar 
“Gutehoffnungshuette” concern. The latter’s participation in the Haniel Com- 
pany, it is reported, was transferred to Beteiligung-Aktiengesellschaft Ruhrort 
and represents the only holdings of that company. We are further advised that 
Beteiligungs-Aktiengesellschaft Ruhrort has a capital of DM5,200,000 of which 
51 percent is reported to be in the hands of Franz Haniel & Cie. G. m. b. H. 

We trust that this information will prove helpful. 

Very truly yours, 


H. J. Prreram, 
Assistant “reasurer. 
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Exnuisit B 


Tur Frrst NATIONAL City BANK oF NEW YORK, 
New York, N. Y., January 2, 1957. 
Mr. G. SToRER BALDWIN, 
Secretary, C. H. Sprague & Sons, 
New York, N. Y. 

DEAR STORER: We have received from our correspondent in Duisburg the fol- 
lowing report which we have translated as follows: 

“re: Franz Haniel & Cie GmbH., Duisburg Ruhrort, Kohlengrosshandlung, 
Schiffahrt. 

“Registered capital DM15,000,000—with good reserves. 

“This enterprise has been in existence for decades and enjoys a good reputa- 
tion at home as well as abroad; it is considered absolutely good for its com- 
mitments. 

“The company is one of the largest German Rhein shippers. Besides the ship- 
ping, coal, and fertilizer wholesale business, it also engages in the import and 
export business. 

“We have had pleasant business relations with this company for many years 
and have always had good experience. 

“The managing persons are pleasant and trustworthy.” 

Very sincerely yours, 
STEPHEN VAN RENSSELAER, 
Vice President. 


Exursit C 


DEUTSCHE BANK AKTIENGESELLSCHAFT WEST, 
Filiale Duisburg. 
To Whom It May Concern: 

Messrs. Franz Haniel & Cie. G.m.b.H., Duisburg-Ruhrort, Hafenstrasse 12, 
have the intention to purchase six vessels of the type “Liberty” out of the United 
States reserve fleet. 

We, the undersigned Deutsche Bank A. G. West, Filiale Duisburg, already 
for decades have been the main banking relation of said Messrs. Franz Haniel 
& Cie, G.m.b.H., Duisburg-Ruhrort, and in connection with the above business 
transaction we give the following information to whom it may concern: 

Franz Haniel & Cie. G.m.b.H., Duisburg-Ruhrort, which company was estab- 
lished 200 years ago, working as wholesalers, importers, and exporters of coal 
and in the shipping business are one of the leading firms in their line. In ad- 
dition to their paid in capital of DM15 Mill. and their capital surplus of DM12 
Mill. they also own undisclosed reserves of some importance. 

The business partners in their majority are members of the Haniel family 
which has controlling interest in coal mines and in the steel industry. 

The company’s financial statements show gross sales in considerable amounts 
and a good rentability. In addition to their other investments Messrs. Franz 
Haniel & Cie. G.m.b.H. together with their subsidiary company Oldenburg- 
Portugiesische Dampfschiffs-Rhederei Kusen, Hietmann & Cie. K.G., Hamburg, 
control an ocean fleet of approximately 60,000 GRT (gross register tons) which 
is of a modern standard and mainly consists of vessels built in recent years, 

The management is formed by highly respected experts well known in this 
country as well as abroad who maintain leading positions in national and inter- 
national organizations. 

We enjoy satisfactory business relations with the firm in question already 
for decades and if desired we grant them loans in considerable figures. They 
are an important participant in the import of American coal. The financial 
settlement of the latter imports is effected through us and we never experienced 
any difficulties in these nor did we in any other transactions. We trust that the 
company will never assume obligations which they are unable to meet. 

The intended purchase of six vessels of the type “Liberty” is within the limits 
of the company’s business and we would not hesitate to consider them good for 
the obligations resulting out of this deal. 

Duisburgh, April 25th, 1957. 

DeutTscHE BANK AG. WEST. 
FILIALE DUISBURG. 
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Exurpit D 


FRANz HANIEL & CIE., 
GESSELSCHAFT MIT BESCHRANKTER HAFTUNG,. 
Duisburg-Ruhrort, December 28, 1956. 
Re application for six Liberty ships 


C. H. Spraave & Son, 
New York, N. Y. 


GENTLEMEN: We beg to reply hereafter to your various questions in the cable 
of the 21st December 1956. 

The name of our shipping company is: Oldenburg-Portugiesische Dampf- 
schiffs-Rhederei, Kusen, Heitman & Cie., K. G. Hamburg. 

The “OPDR’” is fully controlled by us, the shares being in our hands. 

The total tonnage of seagoing ships belonging to Haniel and OPDR respectively 
amounts to 76,267 tons as follows: 
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The ships are dry-cargo carriers, mainly for the trade between European and/or 
north African ports, with the except of the tanker Ammerland. It was intended 
to convert the Ammerland into a dry-cargo carrier for the trade in American coals 
and ore, but on account of the lack of tanker tonnage the Ammerland will continue 
to transport oil. 

We also dispose of a fleet of 120 river and channel barges, with a total capacity 
of 134,329 tons, and tugboats, the barges transporting chiefly coal and ore. A 
great part of our barge fleet is regularly bringing American coal from Rotter- 
dam and other discharging ports to German consumers. 

It should also be of interest that we have participations in discharging plants 
in Rotterdam and Hamburg. It is intended to increase the capacity of these 
stevedoring companies for the discharge of coal and ore. 

From our long year’s connection with your company you know what pioneer 
work we have done for the import of American coals to Germany. Hereunder we 
summarize the conditions under which we are working the American coal busi- 
ness: 

(1) We dispose of a coal sales organization spread over the whole country 
including branch offices and coalyards for the retail trade. 

(2) We entertain branch offices in the seaports Hamburg, Bremen, and Rotter- 
dam for the chartering and handling of American coal cargoes also participations 
in stevedoring companies for the discharging of coal in Hamburg and Rotterdam. 

(3) We own discharging and storage plants for coal on the River Rhine and 
the other inland waterways. 

(4) A big fleet of barges is ready for the transport of coal on the rivers and 
channels. 

(5) The OPDR shipping company in Hamburg shall operate a fleet with an 
adequate tonnage of oceangoing ships for the transport of American coals and 
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also ore for the steelworks. The Huttenwerk Oberhausen (Steelwork Ober- 
hausen), in which the Haniel family are the main shareholders, have a partici- 
pation of 13 percent of the American coal imports for the 19 German steelworks. 

So far we could not realize our plans for ordering new coal ships, the European 
shipyards being occupied for many years to come. The sudden enquiry for new 
tanker tonnage has made the problem of shipbuilding for dry-cargo carriers 
still more difficult. 

On account of the great fluctuations of the freight market a regular business in 
American coals can be built up on sound principles only with own tonnage, so 
that we as importers can handle long running coal contracts, as requested by the 
consumers. The nonfulfillment of long running freight contracts by certain ship- 
ping companies in quite a number of cases is proof for the necessity that the coal 
importers gets help for solving the shipping problem. 

Under the circumstances, we would appreciate if by your assistance we would 
be given the possibility to dispose of some Libertys. The activity of Haniel/OPDR 
in the shipping business enables us to arrange for the crews of six Liberty ships 
under German flag. As we informed you already, the German authorities agreed 
to give the import permit for six Liberty ships from the reserve fleet. 

The foundation of a new German company for the operation of the six Libertys 
could be envisaged in agreement with you. We hope that the above lines will 
attribute to support the application for the six ships. We are at your disposal 
if you require any mor information. 

We are, gentlemen, 

Yours faithfully, 
FRANZ HANIEL & CIE., G. M. B. H. 


ExHIsBit E 


BIOGRAPHY OF Mr. WERNER DIETRICH AHLERS 


Mr. Ahlers is president of Franz Haniel & Cie., G. m. b. H,, Duisburg-Ruhrort. 

Mr. Ahlers was born on February 28, 1896, in Bremen as son of the president 
of the steamship company “Deutsche Dampfshiffahrts-Gesellschaft Hansa.” 
After attending the college in Bremen and studying foreign languages abroad, he 
joined a Bremen import company as apprentice. During his apprenticeship 
World War I broke out in which he took part from August 1914 until the end. In 
1919 he continued commercial studies with Poseidon and Kohlenimport Ag in 
Koenigsberg and with Vulcan Coal Co. in Rotterdam. In 1921 he became chief 
chartering clerk of Frachtcontor G. m. b. H. in Hamburg. He joined Franz 
Haniel & Cie., G. m. b. H., Duisburg-Ruhrort, in 1925, was appointed in 1931 
director and in 1944 president. 

As an expert for all problems in coal trade and shipping Mr. Ahlers was ap- 
pointed by the military government of the Western Allies after World War 
II chairman of the management committee of the Combined Coal Control Group in 
Essen, the later North German Coal Distribution Office. He also became chief 
manager of the German Coal Mining Management for the sale and supply of coal 
in Essen and in this position at the same time member of the director of the 
German Coal Board. In September 1949 Mr. Ahlers returned to Haniel. Mr. 
Ahlers is holding among the following officers: 

Chairman of “Verein zur Wahrung der Rheinschiffahrtsinteressen” e. V., Duis- 
burg-Rubrort (Federation for Rhine Shipping). of “Schifferborse”’, Duisburg- 
Ruhrort (Shipping Exchange), of “Binnenschiffahrtsauschuss des Deutschen 
Industrie-und Handelstages”, Bonn (Inland Waterways Committee of the Ger- 
man Chamber of Commerce), 

President of “Binnenschiffahrtsausschuss der Internationalen Handelskam- 
mer”, Paris (Inland Waterways Committee of the International Chamber of 
Commerce), 

Vice president of ‘“Niederrheinische Industrie—und Handelskammer Duis- 
burg-Wesel zu Duisburg (Chamber of Commerce for the lower Rhine District), 

of “Zentralverein fur deutsche Binnenschiffahrt e. V., Beuel a. Rhein (Central 
Federation for the German Inland Waterways), 

German delegate to the “Zentralkommission fur die Rheinschiffahrt”, Strass- 
burg (Central Committee for Rhine Navigation), 

Chairman of the board of directors of Oldenburg-Portugiesische Dampfschiffs- 
Rhederei Kusen, Heitmann & Cie. K. G., Hamburg (steamship company), 
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Member of the board of directors of “Rhenania” Schiffahrtsund Speditionsges. 
mbH, Mannheim (shipping company), 


Rheinpreussen AG fur Bergbau and Chemie, Homberg/Niederrhein (coal 
mines), 


Deutsche Schiffskreditbank AG, Duisburg (shipping mortgage bank), 

Rohrenlager Mannheim AG, Mannheim (tubes company), 

Schiffs- und Maschinebau AG, Mannheim (shipyards), 

Deutsche Werft AG, Hamburg (shipyards), 

Member of the chair of Deutsche Gruppe der Internationalen Handelskammer, 
Koln (German group of the International Chamber of Commerce), 

Zentralausschuss der deutschen Binnenschiffahrt e. V., Beuel (Central Com- 
mittee of the German Inland Navigation), 


Member of the “Hauptausschuss und Verkehrsauschuss des Deutschen Indus- 


trie- und Handelstages, Bonn (chief committee and traffic committee of the 
German Chamber of Commerce), 


Member of the “Verband Deutscher Reinreeder” e. V., Duisburg-Ruhrort 
(Federation of the German Rhineship Owners). 
FRANZ HANTEL & Crr., G. m. b. H. 
Duisburg-Ruhrort, April 26, 1957. 


BIOGRAPHY OF Dr. FRIEDRICH WILHELM LENZ 


Dr. Lenz is a director of Franz Haniel & Cie., G. m. b. H., Duisburg-Ruhrort. 

Dr. Lenz was born on February 22, 1903, in Essen/Ruhr. After attending the 
college and apprenticeship in the coal trade he completed his university studies 
with a dissertation about the international coal trade. On October 1, 1926 he 
joined Franz Haniel & Cie., G. m. b. H., Duisburg-Ruhrort and in 1953 he was 
appointed a director of that company for the coal business. 

After World War II Dr. Lenz organized the transportation of coal from the 
Ruhr to the airports for the Berlin Airlift and later the first imports of American 
coal to Germany. 


Dr. Lenz is active in various federations of the coal trade. He is a member 
of the board of the German Coal Trade Federation, vice president of the Rheno- 
Westphalian Coal Trade Federation and member of the trade committee of the 
Duisburg Chamber of Commerce. 

FRANZ HANIEL & Cir., G. m. b. H. 

Duisburg-Ruhrort, April 26, 1957. 

Senator Brate. Thank you very much, Mr. Fisher, for a very well 
presented and able statement. 

Senator Cotton. 

Senator Corron. Mr. Fisher, as you perhaps have been perhaps 
informed, I haven’t presently told you, but doubtless you have been 
told the GAO raised certain technical objections to the phraseology 
of Senate Joint Resolution 84, and suggested some technical amend- 
ments which I have placed in the hands of the clerks and counsel of 
the committee. 

Are you familiar with those amendments and are they satisfactory 
to you? 

Mr. Fiscner. I am familiar with them, Senator. I think the points 
made are very well taken and I certainly agree to amendment of the 
proposed bill as specified. 

Senator Corron. That isall. 

Senator Birnie. There was one further question, Mr. Fisher. You 
did hear the testimony of Chairman Morse yesterday and I don’t know 
whether you have had the opportunity of examining the proposed draft 
of the bill that he submitted in connection with his statement, but I 
certainly assume that that bill at least as drawn now would do your 
people no good, is that correct? That is, it would be of no help to 
them ? 

Mr. Fisuer. It would not. 
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Senator Bree. Because that is limited to coastwise service. 

Mr. Fisuer. That is right. I read it carefully following his testi- 
mony. The bill for the purposes of our interest would not be useful. 
I question also, as Mr. Shapiro did a bit earlier, whether it will resolve 
this problem of the Congress being presented with repeated requests 
in the future for decision in matters of this kind and I wonder whether 
there may not be in that bill some unhappy complication for the future 
in the lack of provision for hearings in the event of interest in ship 
charter purchase and the like. 

Senator Bratz, The Chair would rather share that view as to hear- 
ings. I believe those interested should have their day before the 
responsible board. 

Senator Corron. I have one question along the lines raised by 
Senator Bible. Of course, obviously the committee is going to be 
confronted with other recommended legislation along the lines sug- 
gested by the Maritime Commission. Then if that is restricted as 
presently suggested, the letting in of other bills keeps that situation 
open. Do you think it would be possible to amend the bill suggested 
by Mr. Morse with certain declarations of congressional intent so 
that it would be clear that the intent of Congress was in addition to 
the disposal of these ships for coastwise trade, also that the Board, the 
Secretary and the other executive agencies involved, should also grant 
limited sales for limited purposes, something to this effect, where the 
result would not unduly damage the American-flag ships and would 
be of benefit to American industry. 

Do you think that with that sort of a thing perhaps you would then 
be taken care of administratively ? 

Mr. Fisuer. I think the bill could be amended in that manner, Sen- 
ator, in a way that would both relieve the Congress of some part of 
the burden it has had for so long in this regard and has now. I 
think it could be amended in a way that would facilitate the decisions 
and the administration of it by the Federal Maritime Board. 

So far as Senate Joint Resolution 84 is concerned, I am not sure, 
without further thought, that even such possible amendment as you 
propose would be helpful unless a severe modification of the coastwise 
restriction were included. 

Senator Corron. May I just add this in order to keep the record 
clear, because I was simply talking off the cuff, Mr. Chairman, about 
the possibilities of amendment. 

Also in the criteria of such amendment it might fairly and justly 
include that special consideration be given to countries which were not 
in the position and did not have a chance to avail themselves of the 
original purchase opportunity in the law of 1946, which would include 
your company. 

Mr. Fisuer. I think in terms of total fairness this would be more 
than acceptable in that reference has been made in these hearings thus 
far to the fact that some injustice might be done through approval of 
these bills, to those American purchasers of vessels under the Ship 
Sales Act, who in good faith anticipated a continuance of the same pro- 
visions. This would be the reverse side of that coin; it would be not 
only acceptable, but I think might be helpful to all concerned. 

Senator Bratz. Thank you very much, Mr. Fisher. 

Mr. Fisuer. Thank you, Senator, and members and staff of the 
committee. 
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Senator Bratz. We will do our best to attempt to hear all witnesses 
this afternoon who desire to be heard who remain upon the witness list. 
We find that the list grows rapidly as new bills are introduced, but we 
will not close the hearings this afternoon but we will be in recess until 
3 o’clock, and we will work as long as necessary to dispose of all wit- 
nesses who have made a request of the staff to testify. 

With that, we will be in recess until 3 o’clock. 

(Whereupon, at 12:35 p. m., the committee recessed until 3 p. m., 
the same day.) 

(Following is a letter subsequently received from Mr. Fisher con- 


cerning S. J. Res. 84.) 
WASHINGTON, D.C., June 21, 1957. 


ALBERT B. LUCKEY, Jr., 
Counsel for Merchant Marine Subcommittee Senate Committee on Inter- 
state and Foreign Commerce, Washington 25, D.C. 


Dear Mr. Luckey: In response to your three specific questions, asked of me 
following my testimony in behalf of Senate Joint Resolution 84 on Tuesday, June 
11, the following information is now available: 

1. Franz Haniel et Cie. of Duisburg-Ruhrort, Germany, the interested German 
firm identified in Senate Joint Resolution 84 and in my testimony, would not find 
coal-burning Liberty ships suitable for their needs. 

2. The company would, in event of passage of Senate Joint Resolution 84, be 
very glad indeed to have the ships reconditioned in American yards. 

3. The company would not find it of advantage to pay more than the statutory 
price per vessel proposed by Senate Joint Resolution 84. 

If these replies to your questions suggest other points which you would like 
to discuss and have me pursue, or if you have any questions you would care to 
pose, I would be very glad indeed to provide prompt and complete answers for 
you and the committee’s consideration. 

Let me thank you again for the courtesy and thoughtfulness extended to me 
personally by you and Mr. Bourbon as well as by members of the subcommittee 
in the course of the hearings on this measure. 


Sincerely, 
JOHN B. FISHER. 


AFTER RECESS 


Senator Bratz. The subcommittee will come to order. 

We will have a rather disturbed afternoon with voting on the floor 
of the Senate. I apologize for the delay. It was unavoidable. 

Senator Humphrey has asked to be heard first this afternoon. 


STATEMENT OF HON. HUBERT H. HUMPHREY, A UNITED STATES 
SENATOR FROM THE STATE OF MINNESOTA 


Senator Humpurey. Thank you very much, Senator Bible. I know 
you have been taking testimony on a number of measures before this 
committee relating to the sale of some of our so-called merchant-type 
vessels. 

On the 25th of February I introduced Senate Joint Resolution 66 
to authorize the sale of up to 12 Liberty-type vessels, or an equivalent 
tonnage in smaller vessels, to the Government of India, or its citizens. 
It should be carefully noted that in this legislation the use of these 
vessels has been restricted to the coastwise trade of India, and, there- 
fore, in no way could their acquisition by India place them in compe- 
tition with our own maritime labor or shipping interests. 

I am certain that this committee is much better informed than I am 
on the present congested condition of Indian ports, and the slow move- 
ment of traffic from those ports into the interior. This problem, in 

















SALE OF SHIPS FROM RESERVE FLEET 121 


part, stems from the poor condition of the inland transportation of 
India, both by rail and by coastwise traffic. India is already in the 
grip of an acute shortage of coastwise tonnage, and this shortage, 
according to all information available—that is, to me—will be ag- 
gravated over the next few years. 

The total rail traffic of India in March 1951, when the Indian Gov- 
ernment launched its first 5-year plan, was approximately 90 million 
tons per year. It is now well over 100 million tons, and on a conserva- 
tive basis, it is estimated to reach 180 million tons by March 1961. 
The railroads are already finding it hard to cope with the existing 
traffic. 

In its second 5-year plan the Government of India anticipates a 
shortage of inland-transport capacity to the extent of about 18 million 
tons of goods which the expanded railway facilities would not be able 
to handle. Part of this shortage would be closed by the Indian road 
transport system which is being developed, but the bulk would have 
to be covered by Indian coastal shipping and inland-water transport. 
This means that the already overburdened coastwise shipping will be 
‘called upon to carry an increasingly heavy load. 

Our Goverment has already recognized the importance of adequate 
transportation facilities not only within India, but within other coun- 
tries, too, as witnessed by the special locomotives project granted 
under the foreign-aid program. It is my understanding that the de- 
cision to finance locomotives for India was in recognition of the im- 
portant role that transportation plays in the economic development 
of India. By expansion of the coastwise fleet, it is clear that sub- 
stantial help can be given in solving India’s transportation problems. 

The Indians and the Indian Government have been making a strenu- 
ous effort to acquire ships. Orders have been placed for new con- 
struction. Some are with the new shipbuilding facility being devel- 
oped within India and some are with foreign ship construction com- 
panies. However, the deliveries of new tonnage will be sometime in 
the future. 

The acquisition of secondhand tonnage at prices that can be met in 
the coastwise trade is very difficult under present conditions. It is 
for this reason that the urgency of acquiring war-built Libertys from 
our laid-up fleet becomes apparent. 

It was the object of the Merchant Ship Sales Act of 1946 to help 
maritime countries in the critical postwar years. This act did help 
many of the nations to replenish their depleted fleets. India, however, 
remained a conspicuous and understandable exception. 

The Merchant Ship Sales Act was in force from March 8, 1946, to 
March 1, 1948. This period was an unusually critical one for India, 
characterized by the partition of the country and its accompanying 
civil disturbances. There was also an acute financial crisis during this 
period, and the simple facts are that India, as a nation, could not 
pursue the question of purchasing United States war-built tonnage 
under the authorities of the Merchant Ship Sales Act. 

Now, Mr. Chairman, as you know, under that act, no less than 1,113 
ships were sold to foreign countries for general use by them. While 
India’s requirements were large they, at that time, were only able to 
take 15 ships—9 Libertys and 6 Victorys. This compares, for instance, 
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to 84 for The Netherlands, 98 for France, 102 for Norway, 107 for 
Greece, with the United Kingdom receiving 218. 

In addition to this sale of tonnage to foreign countries from July 
1945 to February 1954, approximately 461 privately owned United 
States-flag vessels of 1,000 gross tons or over were transferred to for- 
eign flags. However, no vessel was transferred to the Indian flag under 
this authority 

At present, the total Indian mercantile fleet for both coastwise and 
overseas consists of only 480,000 gross tons, which is hopelessly inade- 
quate for India’s total needs. Indian-owned tonnage employed in the 
coastwise trade is no more than 225,882 tons and is particularly inade- 
quate for her coastwise shipping. 

India today is really in the same position as were the other maritime 
countries in 1946 to 1948. In fact, for several reasons, her position 
is even worse. The nation itself has had its own shipping for only a 
short time. Its present fleet is far too small for its needs, and these 
needs are mounting every day. She has only one ship construction 
yard, and this is in its infancy, so that it can meet no more than a frac- 
tion of her need for additional tonnage. 

Perhaps I may make a few observations on the long-term effects of 
the proposal to assist India by selling her ships from our mothball 
fleet, which might even be coal-burning Libertys for which we do not 
have much use, but which could be used on the Indian coast, and I 
underscore that, that they can use coal-burning ship facilities. 

As India’s plans for economic development reach fulfillment and 
as the standard of living of her people rises in consequence, and as 
employment rises, there will be increasing demand in India for all 
kinds of goods and services, both domestic and foreign, from the 
United States and other countries. This would mean an expanded 
volume of trade between India and the United States which would 
benefit us as much as it would India. Much of our foreign aid pro- 
gram to India is predicated on these assumptions. 

In view of these various factors, and because of the vital part that 
India plays in our own foreign policy, I felt it imperative that legisla- 
tive steps be taken to correct a part of the transportation problem con- 
fronting India. 

I might digress to say, Mr. Chairman, that this is not the first time 
I have shown interest in this country. I think the record will “ee 
that I sponsored and was a cosponsor of the Emergency Indian Whe: 
Act back in 1950-51. I have taken an interest in India because it 
sees to me that if it can remain a free country and not become one 
of the countries that lives under Communist dictator ship, this will 
represent a singular victory for what you and I believe is important, 
namely, a br oader area of freedom in the world. 

We have included India in our foreign aid program, and are doing 
much to further develop its total economy because of our belief in 
the importance of India remaining a free country. 

In this legislation, we are asking for authority to sell—that is, in 
this bill that I have before you, which is one of many bills that you 
have, I am asking for authority to sell, not to give, some of our L ibe ty 
ships, of which we have a tremendous number in our reserve fleet. 

Since these vessels are to be utilized in a very restricted operation ; 
namely, the coastwise trade of India, and since the vessels are con- 
siderably older than similar vessels sold under the Ship Sales Act, I 
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do not believe that this committee or the Congress would do other than 
limit the maximum price that would have to be paid for these ships 
to the formula established by the Ship Sales Act. 

Furthermore, it is quite probable that due to the costs of putting 
these vessels into seaworthy condition, and their restricted use, that 
the price could even be lower than the amount set in prior legislation. 

Certainly I would strongly urge that the present temporary high 
prices for tonnage not be used as a criteria for establishing the price 
to be paid. To do so would be to negate the purpose of the legislation. 

It is my understanding that the profit return on coastwise shipping 
in India is small and that Indians cannot and would not purchase 
vessels at the temporarily inflated prices, since it is clear that by the 
terms of this legislation, the only time these vessels would carry over- 
seas cargoes would be on their own outbound voyage from the United 
States to India. The basis for establishing the price should clearly 
be based on profits to be earned in the Indian coastwise trade. 

The reliable estimate of return on Indian coastwise operation puts 
it at about 8.1 percent before taxes, certainly not an excessive rate. 
Now, it is my understanding that suggestions have been made to this 
committee to expand this bill to general legislation so that other 
countries falling within the restrictions of this legislation would also 
acquire ships under this authority. I have little to say on this par- 
ticular point. 

The State Department, I believe, made such a recommendation. 
If the committee feels this is the proper course to follow, certainly I 
would have no objection to this proposed legislation being so amended. 
However, I do know the merits of the case for India. 

I do know the vital role that the future of India must play in our 
own foreign policy and I most earnestly urge the committee that it 
not permit the consideration of other countries alone to delay or 
impede the enactment of the authority to benefit this country, the 
Indian Government and its citizens. 

Furthermore, if general legislation is adopted, it should include 
a specific reference to India and how its problems might be solved. 
If there is any question as to the enactment of the general legislation, 
then I earnestly urge that a specific bill for India be favorably re- 
ported. 

T will just add in conclusion that I do not want to get into a posi- 
tion of arguing the merits or demerits of whether the legislation 
ought to be broadened. I rely upon your judgment. It may be very 
well that that is the way to do it. My only fear was that if somebody 
should raise too much protest over the broad scope of legislation, it 
might jeopardize all countries that were going to be helped. But 1 
will leave that up to your superior judgment, Mr. Chairman, because 
Tamsure you know more about it than I do. 

Senator Biste. Thank you very much. 

I really do not have too much background on this broad subject, 
and IT am delighted to have you here this afternoon testifying on 
behalf of Senate Jo'nt Resolution 66, particularly because of your 
fine knowledge and fine work in the foreign relations field and on 
the Foreign Relations Committee. 

: Now, there was a statement by Chairman Morse of the Maritime 
Commission. He submitted a draft of a bill in the form of general 
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legislation, indicating that there should be a 10-year restriction upon 
any ship that was engaged in coastwise trade and in addition, re- 
quiring that in the case of a national emergency, it should be returned. 

Now, I know of your familiarity with these problems in the field 
of foreign relations and the American Merchant Marine Institute 
‘aised a question as to the enforcibility of this restriction on coast- 
wise trade. 

You might comment on that. It is one of the questions opponents 
had. I mean, if the ships do go to the Government of India, how do 
you assure that they will be used in coastwise trade ? 

Senator Humrnrey. Well, Mr. Chairman, enforcibility of any con- 
tract between independent, sovereign nation states is always difficult, 
provided that one of the parties determines to violate it. 

I believe that the enforcibility will have to be relied upon on the 
basis primarily of the word and integrity of the Government of India, 
as well as those who may ultimately purchase and utilize this shipping. 

There is one other kind of enforceability that is involved here, and 
I believe in any kind of agreement with any other country, even a 
friendly country, the best way to get enforcement is when it is mu- 
tually advantageous—when the program has an advantage to both 
parties. 

It is not to our advantage to have these ships lying around unused; 
that is for sure. Secondly, we have placed a great investment in India 
already, as a calculated, considered judgment on the part of our highest 
officials and the Congress, relating to the importance of India as a 
free nation. 

Senator Bratz. Do you know offhand what that investment might 
be ? 

Senator Humpurey. The total amount of investment in agricul- 
tural commodities just this past 2 years will run, in terms of our costs, 
over $500 million. We are running about $70 million a year now in 
economic aid, and that has been a pretty fair average for the past few 
years—for the last 4 or 5 years. We also at one time as you know, 
sold India at a reduced price, some 4 million tons of wheat. We have 
a considerable investment in the economic future of India. I have 
supported that general policy as has the majority of Congress. 

I want to say why I really think these vessels will be used for coast- 
wise trade, because that is where the commerce is, that is where the 

ressure is, that is where the demand is. The rail facilities are very 
n1eavily taxed in terms of their ability to handle this transportation 
requirement. 

Present coastwise shipment is totally inadequate and away over- 
burdened. With the canals and so forth that are in India plus rail 
you still have an ever-pressing need for the coastwise traflic to relieve 
that internal traffic congestion. 

Without relying upon good faith or upon word or upon contract or 
upon any type of enforcement machinery that you may place into a 
deed of sale or contractual obligation, I think the one way that you 
can assume that these vessels will be used for the purposes of the legis- 
lation—if the legislation is so written and adopted—is the necessity, 
the absolute urgent necessity, of this kind of transportation. That is 
my considered judgment and I wouldn’t want to mislead the com- 
mittee as to the possibility of violation. There is this possibility. I 
think this is true with whatever country you do business. 
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Surely we ought to lay down certain limitations, as I indicated be- 
fore. 1 would say that the limitations ought to be strict enough to try 
to get compliance but not so inflexible that you practically make the 
ships useless. 

Coastwise traffic will in no way interfere with American merchant 
shipping interests. Plus the fact, Mr. Chairman, these vessels are 
going to get old and outdated and what I favor for the United States 
merchant marine is the most up-to-date modern merchant marine in 
the world and I vote for it and will support it. I think we need it. 
I think a great country like ours needs the best merchant marine in the 
world and I think we ought to be willing to pay the price for it be- 
cause it is vital to our national security. Coal-burning Liberty and 
Victory ships are in my book not going to be able to compete with 
some of the more modern merchant fleets that will be sailing the high 
seas. India is perfectly willing to use ships that we might call obsolete 
for all practical purposes, for general shipping purposes on their 
coastal routes because these are short jumps, short stops—I mean short 
hauls in the coastal waters which in turn can use this kind of equip- 
ment. 

Senator Brete. Thank you very much, Senator Humphrey. I do 
appreciate the splendid knowledge you have in this field and the con- 
tribution you have made. 

Senator Humpurey. I don’t have too much knowledge. I have 
looked into this, I might say. 

I asked the Indian Ambassador to come to my office. I knew that he 
himself had been in shipping. He did not ask me to introduce this 
bill. I have been interested for a long time in the economic develop- 
ment of this country, so I called him. And since he had been in the 
shipping business years ago prior to his public service, I asked him 
a number of question to which he was kind enough to afford me the 
answers. I wrote to different people and to shipping concerns to get 
information which I have here and I would be glad to share the rather 
copious items with the committee but I tried to boil it down in this 
statement. 

Senator Brste. Thank you very much, Senator. 

Senator Cotton. 

Senator Corron. I have no question other than to join you, Mr. 
Chairman, in thanking the Senator for his contribution. Having had 
the privilege of serving on committees with him I find that he is 
always helpful and whenever he comes to us he comes well armed with 
facts. 

I am tempted to make this observation which I gathered from your 
closing words, Senator. You feel that if a limited number of these 
ships were sold to India that regardless of the enforceability of limita- 
tions we haven’t much to lose in view of the fact that these ships are 
rusting away and at least half of their estimated life or usefulness is 
over, anyway. 

Senator Humpnrey. That is my view. I realize in a major war, 
we would use anything we can get our hands on. We know that, 
but just between you and me our shipyards sometimes need a little 
business, too, to keep our fleet modern. Like I have found in the 
field of agriculture, gentlemen, when there is a lot of surplus hanging 
over the market, the domestic producers of agricultural commodities 
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are in pretty tough shape. When there are a lot of unused ships lying 
around in docks, in rivers and facilities, it somewhat depresses the 
shipbuilding and the whole maritime industry. Plus the fact, I be- 
lieve in them being used. 

By the way, I have here a three-page documentation of the state- 
ment showing the particulars of Indian-owned tonnage employed in 
Indian coast trade as of April 30, 1956. 

Senator Bratz. That is compiled by whom, Senator ? 

Senator Humrurey. By the Indian Government. 

Senator Bratz. We would be very happy to have that made a part 
of the record. 

Senator Humpurey. I have the name of the company, the year of 


the shipment, the tonnage, the draft, and everything here, and you 


will notice by looking it over an awfully lot of shipping tonnage is 
rather old. 

Senator Corron. Your bill suggests only disposing of 12 Libertys 
out of 1,400? 

Senator Humenrey. That is correct. I don’t think it will deplete 
our resources too much. 

Senator Bratz. That will be made a part of the record by reference. 

Senator Humpnrery. I will leave it here for your files. 

(The document referred to follows:) 


Statement showing particulars of Indian owned tonnage employed in purely 
coastal trade as on Sept. 30, 1956 


Gross Dead- Year 
Name of the company Name of vessel registered weight Draft built 
tonnage tonnage 


3 1 


The Scindia Steam Jalduta ‘ 
Navigation Co. Ltd., Bombay-1....| Jalaganga.---._...-- 
| Jalapadma-.-........-. 
| Jalapankhi ------- 
Jalaprabha _--- 
| Jalapratap 
Jalaputra 
Jalarajan 
Jalausha - - 
Jalayamuna 
The Bombay Steam Line, Bombay .| Jalabala_-_- 
| Jalatarang 
| Jalatapi —- 
Saraswati. 
| Sabarmati 
| Bhadravati 1932 
The Bombay Steam Navigation | Champavati ‘. ¢ 6 1949 
Co., (1953) Ltd., Bombay. Chandravati 252 1923 
Ratnagiri 5 : 8 1935 
Rohidas-.. Wa 2 ¢ 6 1949 
St. Anthony... 5: 72 34, 1936 
The Bharat Line, Ltd., Bombay Bharatkhand ‘ (; 1943 
Bharatkumar 1924 
| Bharatlaxmi 1944 
Bharatmitra 1951 
| Bharatveer 1943 
The Ambica Steam Navigation Co | Ambica , 1911 
| Haleyon Med. , 552 1928 
Malabar Steamship Co., Bombay-1_) Jagdamba 1933 
Janani 1947 
a" Dholera Steam Ship Co., | JayHind_- 1923 
td. | 
The National Steamship Co., Ltd., | Jaylanka-- 
Bombay. Jyoti_. ia3 
The Merchant Steam Navigation | Sagarlaxmi--. 
Co., Ltd., Bombay. Sagarprabha_-__- 
The Africana Co., Ltd salt | Sagarveena.- . 
| Victoria Meric 


1937 
1936 
1951 
1950 
1949 
1952 
1954 
1946 
1948 
1936 
1946 
1917 
1956 
1949 
1949 


or 2999 BO pe mt SN SN ENG NN 
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Statement showing particulars of Indian owned tonnage employed in purely 
coastal trade as on Sept. 30, 1956—Continued 


Name of the company 


The Great Eastern Shipping Co., 
Ltd., Bombay-1. 


The South East Asia Co., Ltd 

Indian National Steamship 
T.td., Bombay. 

India Steamship Co 

Akooji Jadwat & Co., Ltd 

Gill Amin & Co., Ltd 

Bhagilal Muljibhai Meridian Steam- 
ship Co. 


Co., 


Ambassador Steamship Asiatic Ship- 


ping Co. 


The Scindia Steam Navigation Co., 
Ltd.. Bombay. 


The Bombay Steam Navigation Co. 
(1953) Private, Ltd., Bombay. 
The Bharat Line Ltd., Bombay 


The Malabar Steamship Co., Ltd., 
Bombay. 

The New Dholera Steamship, Ltd 

The Merchant Steam Navigation 
Co,, Ltd., Bombay. 

Bi Great Eastern Shipping Co., 
td. 

Li-y foes East Asia Shipping Co., 
std. 


The Chandbali Steamer Service Co., | 


Ltd. 
Southern Railway - 


The Hindustan Shipping Co. 
The Brunton (Engineering), Ltd 
The Tankers, Ltd - 

The P, C, Ray & Co-_- 


Name of vessel 


Jagganga__ 
Jagjamna 
Jagrani-__.. 

Jag tara_ 

Jag Jyoti__ 

Mana Khursheed-. 
Sivratna.__- 
Sivaranjita 
Indian Commerce 
Safena _ - 

Sheila Margret ._ 
Mira_. P 
Kilfenora . _. 
Effigyny- 
Neelambu.__. 


STATEMENT II 


Jalakrishna 
Jalajyoti 
Jalapalaka 
Jalaprakash_ 
Jalapushpa 
Sonavati.- 
Hiravati 


Bharatratna 
Bharatjal 


| Bharatraja_- 
| Bharatrani_- 


Bharatvijaya--.. 
Janata 


Jayshoor 
Oostacaale -_ - - 


Jayshanti 
Maharashmi 


Ramakrishna. - - 
Ramaraja 
Irwin___ 

Goschen 
Baitarani 
Asoka__- 

Rubina- - __- 

Ray Andamans. -. 


registered | 
tonnage 


3 


1, 527 | 
1, 527 
5, 103 | 
3, 982 | 
8, 208 | 
1,050 | 
983 
5, 881 
2, 124 | 
208 
682 | 
189 | 
979 
871 | 
473 | 


4,991 | 
3, 975 

5, 104 | 
5, 098 | 
5, 130 | 
1, 638 | 


580 | 


5, 172 


4, 696 | 


7, 132 
7, 126 
5, 977 


5, 536 | 


5, 970 
751 


4, 854 | 
1, 791 | 


1, 791 
783 | 


970 | 
970 | 
368 | 


weight 
tonnage 


4 


2,008 | 


| 


2; 008 | 
8,010 | 


7, 000 


Draft 


5 


Ft. In. | 
15 5%! 
15 5%) 
24 104| 


SF, IMB has od-hnc} 
1, 570 | 
1, 484 | 
9, 300 


| 
14 10% 
25 «6% 


j--- ~<-<e<-] 
14 10%4| 
| 13 Ul | 


| 24 11 





24 10% 
25 9l4| 


24 11% 
2 9 


23 «=8%) 
26 11%) 
26 11% 
25 9% 
25 9 


25 94) 
13 11%) 





2, 256 | 


Year 
built 


1943 


1943 
1912 
1949 
1949 
1925 
1949 
1944 
1922 


Senator Corron. May I suggest that on Senate Resolution 84 of 
those Senators who joined me in introducing it, Senator Saltonstall 
requested that I state to the committee that he is detained in executive 
sessions of the Committee on Appropriations but otherwise he would 
be here in person to appear before the committee in behalf of the bill. 

Senator Bridges, as the chairman may know, is in the hospital. Sen- 
ator Payne, who is also a cosponsor has been sick for 2 months and has 
been on the floor for the first time a few minutes today, and wasn’t 
physically able to appear before the committee. All three of them re- 
-quest that I state that they would, if possible, be here to make a state- 
ment in favor of the bill. 

Senator Brae. I am very happy to have the record reflect the in- 
‘terest as indicated by Senator Cotton. 
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STATEMENT OF RALPH DEWEY, VICE PRESIDENT, PACIFIC AMERI- 
CAN STEAMSHIP ASSOCIATION, WASHINGTON, D. C. 


_ Mr. Dewey. I appreciate the opportunity of being included in the 
list of witnesses when I was not previously listed. 

Senator Brete. We are very happy to hear from you. Just be 
seated, identify yourself for the record. Do you have a prepared 
statement ? 

Mr. Dewey. No; I do not. 

Senator Braue. You may proceed. 

Mr. Dewey. My name is Ralph Dewey, I am vice president, Wash- 
ington, of the Pacific American Steamship Association, whose head- 
quarters are in San Francisco, Calif. 

Senator Bratz. What is the American Steamship Association ? 

Mr. Dewey. Our association is comprised of the principal Ameri- 
can-flagship operators operating on the Pacific coast of the United 
States. It is a coastwise association and includes member companies 
in all three States. 

Senator Bratz. Do you mean Washington, Oregon, and California ? 

Mr. Dewey. The west coast States. 

Senator Bratz. How many members do you have in it ? 

Mr. Dewey. We have 13 members at the present time. 

You asked me who makes up the members of our organization. I 
can read them into the record. 

It is the American Mail Line; American President Lines ; Coastwise 
Line; Grace Line, Inc.; Luckenbach Steamship Co.; Matson Naviga- 
tion Co.; Oceanic Steamship Co.; Moore-McCormick Lines, operating: 
under the name of Pacific Republics Line; Pacific Far East Lines; 
Pacific Transport Line; Pope and Talbott, Inc.; Warehouser Steam- 
ship Co.; Oliver J. Olson & Co. ; the Panama-Pacific Line. 

That last line is not presently operating. They are in our organiza- 
tion on a token basis. 

Mr. Chairman, the position of the Pacific coast ship operators is 
one of support for the testimony of the American Merchant Marine 
Institute presented this morning by Mr. Shapiro. In our view, it was 
an excellent appraisal of the position that we would like reflected in 
this testimony today. 

To that testimony of Mr. Shapiro I would like to add about 3 or 4 
comments that I think point up our feeling on this matter. 

As we view the Ship Sales Act of 1946—and I think the legislative 
record will reflect this, also—that act was designed to rehabilitate a 
number of foreign countries who had been in World War II on the 
allied side, and whose fleets were dissipated during the war. That 
concept that underlies the Ship Sales Act in our view is being some- 
what—to use a rather strong word—subverted. I don’t mean to put 
that connotation on it but I think it can be said that we have reflected 
in the sales bills the concept that the program now is to promote, to 
expand merchant fleets abroad in somewhat the fashion that our 
foreign aid program would have done. 

The rehabilitation period was over in 1950 and the Ship Sales Act 
was closed. Since 1950 I think in our foreign aid legislation and 
elsewhere, we have followed a concept of development, and expansion 
of economies. Perhaps these various bills to transfer vessels flows 
from that concept of development, rather than rehabilitation. 
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To tie them back to the bill which was for rehabilitation is to some- 
‘what break the spirit of that legislation. 

To be very forthright about several of these bills, Mr. Chairman, we 
feel that they were set forth in an atmosphere of very high freight 
rates which developed just immediately before, during and after the 
Suez crisis and appeared before the Congress in the early months of 
the session. 

When freight rates go to a high level, it is natural for cargo-re- 
cipient countries to raise the question as to whether or not they could 
not bring about a lower rate by operating their own vessels—a logical 
question “based ver y soundly in economics. 

However, I think we have to appreciate that if the United States 
Congress is going to place ships in their hands for the purpose of rate 
cutting, or rate adjustments, we have to recognize that there are a 
whole lot of both American and foreign ship operators who are af- 
fected and that I think has been spelled out by various witnesses this 
morning, the competitive aspect of placing these ships in the world 
market. 

We have some reservations in various of these bills concerning 
limitation on their use. These reservations are born not out of theory 
but out of exper lence. 

In the 83d Congress was passed a bill for the sale of six vessels to 
certain steamship ‘interests in the Philippines. We rather reluctantly 
supported that legislation on grounds that it was of economic neces- 
sity and the ships were at that time under charter to these operators 
and it was simply a transfer of charter operation to outright sale 
and transfer of title. 

Senator Birnie. Was there a limitation of use upon that particular 
sale? 

Mr. Dewry. There was a limitation of use upon that particular 
sale. It was a sale to two different companies. The law read—and I 
am paraphrasing—that unless the Secretary of Commerce rules other- 
wise, these vessels shall remain in the coastal trade of the Philippines. 
The Secretary of Commerce did rule otherwise, even though the testi- 
mony that went with the legislation was very clear that the coastwise 
trade was the limit we had in mind when we came in and supported 
the legislation. 

Senator Bree. Right there at that point I think that was developed 
during the testimony of Chairman Morse yesterday, and I think the 
question was asked him as to why the Secretary of Commerce had 
released them from intercoastal trade, and he said he did not know. 

That is your objection to it 4 

Mr. Dewey. It is, sir, and if there is a reason and it is presented 
for the record, it will be the first time that it has seen public notice. 

Senator Biste. The committee will try to get that answer. I am 
glad that you raised the point. 

Mr. Dewey. Another question we would raise—and it is not one 
as ship operators that we have an answer to, and that is simply that 

various of these pieces of legislation have as one of their criteria the 
promotion of our foreign policy, we question somewhat the ultimate 
result of granting to specific foreign companies a specific number of 
vessels at pargain- basement prices, “at 314 percent interest rates, when 
at the same time their competitors in the next town or down the street 
or in another port in the same country do not have such a privilege. 
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We somewhat question what kind of foreign policy benefit could 
accrue from a competitor of one of these beneficiaries who would be 
disgruntled at not having gotten the same deal, and could raise serious 
questions among his own colleagues as to just what kind of foreign 
policy we have that puts his competitor up the street or in the next: 
town in a competitive advantage against him. 

Senator Brste. Would you avoid that possibility by adopting the 
general law suggested by Chairman Morse ? 

Mr. Dewey. You certainly would, because Mr. Morse’ proposal 
would open the petition period to 1 year, I believe, during which 
it is “come one, come all, state your case, support it with the economic 
arguments,” and then nobody, I would presume, no shipowner in the 
world could complain that he hadn’t had a chance to get the same 
advantage that his competitor had had. 

Senator Bistx. Are you in a position to speak as to the draft of the 
proposed legislation as suggested by Chairman Morse, or are you in the 
same position as the American Institute ? 

Mr. Dewey. By way of a careful procedure in our organization of 
screening every proposal presented to Congress in both a legislative 
committee and a technical committee, I wouldn’t want to pass judg- 
ment on the bill until that process has been followed through. 

Senator Brste. I think it would be helpful if you could study the 
bill and give us the benefit of your views at an early date. 

Mr. Dewey. We will, sir. 

Senator Bratz. Yesterday was the first day this committee saw it. 

Mr. Dewey. That will be done. 

You asked a specific question about that particular problem. In 
my reading of the Morse proposal it would definitely mitigate that 
problem. 

Senator Brste. We understand. 

Mr. Dewey. I think it is quite a serious problem, Mr. Chairman, 
because in other sales legislation, in the Philippines sales legislation,. 
there was considerable antagonism toward the United States against 
the total concept and probably Congress in particular, for granting 
something to one group and not another. I think you would create 
as many foreign problems as you are seeking to solve if you permit 
sales to one particular company in one particular country. 

There was one point raised this morning. I think Senator Cotton 
raised this question concerning the reserve fleet, that to sterilize the 
reserve fleet is to place a price tag of—I think you used the word “sub- 
sidy” to the American merchant marine, by the amount we refuse 
to let these vessels go and earn their way—if I can paraphrase your 
comment, Senator. 

I think that is a concept that I don’t want to quarrel with, but I 
would just like to put it in perspective in the sense that I would like 
to qualify it. I feel that there is a very definite reason why that fleet 
was sterilized in 1951. It goes right to the heart of the shipbuilding 
industry in this country. I am no spokesman for the shipbuilding 
industry, and have no interest in it, except to help identify their posi- 
tion in this. 

If that is a reserve fleet that can be dipped into at any time when we: 
need more ships, it seems to me you place a hindrance upon the incen- 
tive of the American companies to go forward and expand their fleets, 
because at any moment if that reserve fleet were open to them, at any 
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moment of expanding business they could think—probably would 
think first of reaching for the reserve fleet ships, instead of taking the 
long view and replacing or expanding their fleets. That I am quite 
sure was the philosophy behind sterilizing the reserve fleet. It was 
to create an incentive for American shipowners to go ahead and build, 
rather than continually reach for this reserve fleet for the expansion of 
their fleets. 

Senator Corron. Mr. Chairman, I appreciate the comment of the 
witness and I think it is well phrased and is a very well-stated posi- 
tion. I am not sure that I argue with your statement at all. I think 
you have expressed very accurately the theory behind the sterilization 
of the reserve fleet. But even though it may be the right theory and 
the right policy and entirely justified, it does constitute, in a sense, a 
subsidy, then. 

Mr. Dewey. If there were applicants for all 1,400 Liberty ships, if 
there were potential purchasers, then I think your—— 

Senator Corton. The holding of these ships idle in order to protect 
the American merchant marine—and again I say, which may be 
thoroughly justifiable, but the holding of them idle to a certain extent 
has added to subsidy. We are relinquishing a source of recovering 
some of our assets for a purpose that may be very well justified. 

Mr. Dewey. I think it can be stated that way, Senator. In addition 
to the maritime industry, which is composed of operators and of ship- 
builders, the subsidy accrues I think to the general public in the con- 
cept of definite potential. 

Senator Corron. Don’t misunderstand me. I am not opposed to 
subsidizing and supporting our American merchant marine. If any- 
thing I have said during these hearings creates the impression I would 
like to tear out that subsidy and destroy our merchant marine, that is 
completely wrong, but here we are dealing with a question that has 
two sides to it. I would never dream of putting these 1,400 ships on 
the market or any substantial amount of them, but here we have a 
specific problem, and I point out the fact that if 25 or 30 out of 1,400 
could be used, and we decide not to use them, it does definitely develop 
that the loss is added to the subsidy. 

Mr. Dewey. I agree with that, sir. I might also add that you need 
not dwell upon your interest in the merchant marine to the shipowners 
on the Paeific coast, because they are well aware of the interest that 
you have taken, both in the House and now in the Senate on maritime 
matters. It is some great comfort to know that we can count on Sen- 
ator Cotton when the chips are down. 

Senator Corron. Thank you. 

Mr. Dewey. That concludes my comments, Mr. Chairman. I sin- 
cerely appreciate this opportunity to state our case. 

Senator Biste. We are glad to have had your views, Mr. Dewey, 
and we appreciate the comments you have made. 

Thank you very much. Mr. Luckey. 

Mr. Luckey. I would like to ask the witness two questions to clear up 
the record. 

Mr. Dewey, with regard to this question of sterilization of the re- 
serve fleet and the replacement of the commercial fleets, some of the 
members of your organization are obligated by subsidy contract to re- 
place their fleets in a certain period of time; are they not ? 
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Mr. Dewey. Yes, they are. 

Mr. Luckey. And under existing law, without coming to the Con- 
gress in the event of period of heavy trade and shortage of tonnage, 
you may charter vessels from the reserve fleet to carry you over with- 
out building new vessels to take care of this increase ? 

Mr. Dewey. That is right, Mr. Luckey. The charters, however, are 
not charters that place in 1 the hands of our operators ships which ‘will 
supplant or even add to the services which we perform under our sub- 
sidy contracts. These charters are primarily for the purpose of en- 
gaging in Government programs which at one point of time or another 
point of time might reach an expanded period when our operators feel 
that they would like to participate. 

Since you have raised that question, I might add _a point that came 
up this morning, and that was concerning the adequate supply of 
vessels in today’s market. I think considerable discussion has been 
developed concerning the fact that there are plenty of ships now, 
therefore why should we sell more and add them to the world market. 

Senator Bieter. I understood Chairman Morse to say that, and I 
under stood Mr. Shapiro to make that same point. 

Mr. Dewey. Everybody has made a contribution to that particular 
argument, and I would like to make that one small contribution to it. 

Senator Bistx. Do you agree with them ? 

Mr. Dewry. I agree there are and I would add this one further 
comment. The charters Mr. Luckey refers to—for want of an exact 
figure I will suggest there were 70 or 80 such charters—they have been 
taken up by the American companies and at the present time it is my 
understanding that several, if not many of these companies, have dis- 
cussed with the Maritime Administration the possibility of turning 
those vessels in for lack of business. After all, when you charter a ship 
out of the reserve fleet to a private company, that vessel should be the 
first to go out of service when the bloom is off the rose. 

The private American companies should have first option at Govern- 
ment cargoes, and that is the way it should be. At the present time 
there are two companies that I know of for sure, and others that I have 
heard of, who are seeking to return their charters to Maritime because 
there is not sufficient business in the agricultural surplus program to 
warrant the retention of those ships. So where the private operators 
in Mr. Anderson’s tramp-ship owners group this morning testified that 
they have plenty of ships in the privately owned U nited States fl: ag 
component—I am only adding to the record the fact that the charter 
component that Mr. Luckey refers to, likewise is apparently so over- 
tonnaged that operators have suggested to Maritime that they would 
like to cancel their charters at a very high penalty. 

This says to me, and should say to anyone who studies it, that when 
an operator will turn his charter in and pay a substantial penalty to do 
it, he is paying that penalty in lieu of continuing the operation of those 
ships at larger losses than the penalty. Now, it may be well for counsel 

or staff to develop that point with the Maritime, exactly what the situa- 
tion is concerning these charters, but I think it is a bellweather in the 
situation of the free market of ships that there is an ample supply. 

Now, there are always commodities where the supply at a given rate 
doesn’t mean anything because the rate is too high. But, as to the 
supply of ships, I think the record will demonstrate that there are 
plenty of ships to carry the commodities that are being offered today. 
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Mr. Luckey. Do any of the ships under charter to any of the organi- 
zations you represent carry coal ? 

Mr. Dewey. I am afraid I would have to supply that for the record. 
I believe there are 1 or 2 ships, and there may be a few more, that are 
chartered ships to members of my association that carry coal from the 
port of Stockton, Calif., and perhaps from the port of Portland, Oreg., 
both of which have coal facilities. It is coal that comes from the 
Mountain States. 

Mr. Luckey. You have none from the east coast ? 

Mr. Dewey. No; our companies, to my knowledge, are not engaged 
in the coal trade on the transatlantic service. 

Senator Brste. Thank you very much, Mr. Dewey. 

Our next witness will be Mr. Sheth, accompanied by Col. Joseph 
Chambers. 


STATEMENT OF VASANT SHETH, MANAGING DIRECTOR, GREAT 
EASTERN STEAMSHIP LINE, BOMBAY, INDIA, ACCOMPANIED BY 
COL. JOSEPH CHAMBERS, WASHINGTON REPRESENTATIVE 


Mr. Sueru. My name is Vasant Sheth, and I am the managing 
director of the Great Eastern Shipping Co., of Bombay. I should be 
able to speak with some authority on the Indian domestic coastal trade. 

Senator Bisie. We are very happy to have you with us. 

Mr. Suetu. Thank you. 

I appreciate the opportunity of submitting this statement to your 
committee in connection with Senate Joint Resolution 66. This bill 
was introduced by Senator Humphrey to authorize the sale of certain 
vessels to the Government of India, or to its citizens, for use in its 
coastwise trade. The Great Eastern Shipping Co. operates vessels 
principally in the coastwise trades. It has also a few tramp vessels 
doing international trading. 

I shall now deal briefly on the various points which I would like to 
highlight before this committee. However, I would like to call to 
the attention of the committee that this matter has been under study 
by your Government for some time, and there is a considerable amount 
of material available within the various departments of the Govern- 
ment. One significant document is the aide memoire from the Am- 
bassador of India, and there were various letters and notes from our 
former general manager, Dr. Sudihr Sen, who now works for the 
United Nations. 

I might add that I think it has already been stated by Senators 
Humphrey and Cooper, something about the case of India. In some 
important aspects in this memoire we had stated the shipping industry 
is still in its infancy ; it was only after the attainment of India she was 
able to take some important measure to develop this industry. 

At the same time, the need for building up reasonably adequate and 
balanced merchant fleets had long been keenly felt, as was shown by the 
strain and dislocation of maritime traffic in India during the last 
World War. Immediately after the World War, a special committee 
advised the future of Indian shipping. In its report of January 1947, 
this committee strongly recommended a target of 2 million tons gross, 
against a quarter of a million at the moment—half a million, I might 
say. That was to be attained within 3 to 7 years, or by the end of 
1954, 
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Secondly, this committee has based their recommendation on ex- 
pectations of acquiring a substantial tonnage from the United States 
under the Merchant Ship Sales Act of 1946. 

Unfortunately, this period was an unusually critical one, charac- 
terized by the partition of the country, the civil disturbances, and acute 
financial crisis, all of which directly affected long-range development 
programs. In such a situation, the question of purchasing United 
States war-built tonnage could not be actively pursued. 

Under the 1946 act, no less than 1,113 ships were sold to foreign 
countries, including 218 to the United Kingdom, 132 to Panama, 123 
to Italy, 170 to Greece, 102 to Norway, 98 to France; Netherlands, 84; 
and India only obtained 15 ships. 

Senator Bratz. Mr. Sheth, the question occurred to me, when you 
started your testimony, and I think it would be well for the record, 
to indicate exactly what the Great Eastern Shipping Co., of Bombay, 
is. Who composes it, how long has it been organized, does it have of- 
ficial Government blessing—anything of that kind which would indi- 
cate exactly the status and nature of the Great Eastern Shipping Co., 
of Bombay. 

Mr. Sueru. The Great Eastern Shipping Co. is a public limited 
company, with several hundred shareholders. It constitutes two fam- 
ilies who are principally interested in it, and it has, due to a consider- 
able amount of financial assistance that the Government has also given 
to the company, a Government director on its board. 

Mr. Brste. I don’t understand that. It has a Government director 
on its board ? 

Mr. Suetu. A Government director on its board. 

Senator Bratz. What does that Government director do? 

Mr. Sueru. He looks into the broader aspects of the national de- 
velopment, which he keeps an eye on. In addition to that, he pays 
particular attention to the funds that the Government has also in- 
vested in the company. 

Senator Brete. Is he a governmental official, as we understand it 
in this country ? 

Mr. Suertu. He is one of the civil servants who has the job as the 
Deputy Director of Shipping, and is also a director of the Great East- 
ern Shipping Co. He has a dual capacity. He handles the Govern- 
ment folio in his day-to-day business and attends the monthly meet- 
ings of the Great Eastern Shipping Co. 

Senator Bieter. The Directors of Shipping correspond with our 
Maritime Board ? 

Mr. Suetru. That is right. Like Mr. Morse; the deputy of Mr. 
Morse would be a type of person who would be on our board. 

Senator Brete. He is a regular member of the board of directors; 
is that it? 

Mr. Suern. Of the Great Eastern Shipping Co. 

Senator Breie. Has he regular voting rights? 

Mr. Surrn. Yes. He has no regular voting rights at the annual 
meeting of the stockholders, but at the same time with the board of 
directors he has the influencing right and he can vote on a particular 
subject, on a particular resolution that is passed in the board meeting. 

Senator Birnie. Thank you, Mr. Sheth. You may proceed. 

Mr. Sueru. In the interest of conserving your time I will not 
repeat all that has been submitted on various occasions during our 
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endeavors to secure assistance for our coastwise trade. I am certain 
your staff will have access to any or all of this material. 

1. Need for increasing coastal tonnage for India. 

Principally, I am going to deal with the domestic trade of India. 

Not until early 1955, when my country sat down to draft its second 
5-year plan for its economic development during the 1956-61 period, 
did we discover that we are faced with an acute domestic transporta- 
tion problem. ‘This is due to the fact that the total rail and domestic 
seaborne cargo envisaged had risen from 93 million tons in 1951 to 
i85 million tons in 1961. Immediately the total domestic transpor- 
tation was assessed, <A rail-sea coordination committee, of which I 
also was a committee member, was formed, when it was determined 
that coastal shipowners must by 1959 be able to carry at least 5 mil- 
lion tons against an actual lifting of about 2.8 million tons in 1956, 
which was practically its entire capacity. The cargoes to be carried 
would constitute items vital to the Indian economy, such as coal, steel, 
salt and, of course, general cargo at rates comparable to railway rates. 

Being aware of these growing responsibilities, I personally under- 
took, in the second half of 1955, a world tour around the European 
Continent, United States of America, Japan, and Hong Kong, with 
a view of placing orders for suitable ships. We were unsuccessful as 
the yards were generally booked at least until the close of our second 
5-year plan period; that is, 1961. In fact, today deliveries for new 
ships are as late as 1963. I also came to the conclusion that we ought 
to try to buy ships from a country which had them available and 
ready. There was no doubt that the United States would be the best 
answer due to the existence of surplus vessels in its reserve fleet. 

Under these circumstances, we uhdertook initially the project of 
buying American-flag Liberties in the open market and securing ap- 
proval of permission for flag transfer. At this particu’ar time the 
American-flag Liberties were quoted at around $400,000 to $500,000, 
which would be an economic proposition for our coastal trade. 

In this we were unsuccessful, but we were told that we should seek 
Jegislation to release certain of these reserve ships for sale to us, 

“After this Dr. Sen was posted here and we have had varied and in- 
teresting discussions with appropriate departments to enable us to 
-appreciate the best course that should be taken. 

During his stay in Washington on this mission he frequently sought 
interviews with officers in the Department of State, the Department 
.of Commerce, and the Maritime Administration, as well as certain 
congressional offices, and I take this opportunity of expressing our 
deep appreciation of the readiness with which he was granted these 
interviews and the courtesy and friendliness with which he was re- 
ceived everywhere. 

There has been some apprehension in some quarters that the sale 
of these ships to India for domestic trade would perhaps relieve some 
coastal ships to compete in international markets. This is a fallacy. 
As can be seen from earlier paragraphs of this statement, we have 
shown even after the release of these ships we shall be still acutely 
short of tonnage on the coastal trade. 

Here I would like to add to the point of Senator Humphrey’s, that 
most of our coastal fleet is obsolete and we may be faced in the next 
2 or 3 years with some of these ships which are 30 or 40 years old, 
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which may have to be just scrapped. Patchwork is being done every- 
day and the ships are being pushed. 

Against a requirement for 5 million tons we will have a capacity 
of only 3.8 million tons. These ships will be unquestionably utilized 
only for coastal shipping and no ships will be able to be released from 
carrying out these present essential services in the coastwise trade. 

Senator Bisxe. Right at this point, Mr. Sheth, you heard the testi- 
mony by Chairman Morse as to the general bill which he was pro- 

osing. I believe I am correct in summing up that in that particular 
bill there was a 10-year restriction placed upon the use of ships in 
coastal trade. Certainly I would take it that the Government of 
India would have no objection to that 

Colonel Cuampers. In the bill there isn’t even that leeway. There 
is a flat prohibition unlimited in time against the use of these vessels 
in anything other than coastal trade. 

Senator Bree. I recognize that, Colonel, but you also heard the 
testimony of the American Merchant Marine Institute to the effect 
that they felt it was a nonenforceable provision, and that is why I 
asked Senator Humphrey to comment on that, and I would be glad 
to have your comment. 

Mr. Suern. I am sure the recipient companies and the Indian Gov- 
ernment would be happy to give an undertaking to the appropriate 
departments in the executive branch that these vessels shall be solely 
used for the coastal trade. 

Senator Brste. For an indefinite period ? 

Colonel Cuampers. Yes. As a matter of fact, this undertaking 
was at many times sought, and at that time we tried to make a plea 
that it ought to be allowed within the historical coastal trade. India 
was divided into four countries, Burma, Ceylon, Pakistan, and India, 
and normally the ships that do Indian coastal trade do touch these 
ports, and we then came to the conclusion that since these vessels will 
be solely used for bulk-cargo purposes, like carrying coal, salt, and 
steel, we would be very happy to give undertakings that these would 
be solely used for purely coastal trade. 

Senator Brere. What do you mean by an “undertaking” ? 

Colonel Cuampers. An undertaking on behalf of Government—I 
don’t speak governmentally, but the Government of India, since they 
have taken this interest in the matter, I hope they would give their 
considered guaranty. 

Senator Brete. Is that a signed agreement or is that a bond, as we 
understand it, or what form doés it take ? 

Mr. Suetru. Any appropriate requirement. 

Senator Bretz. Colonel Chambers 

Colonel Cuampers. Any appropriate requirement. 

Mr. Chairman, this morning, sir, in your absence, when you had to 
go down to the floor, Senator Cooper testified. I don’t believe you 
were in the chair at that time. As you know, Senator Cooper has 
spent some 15 to 18 months as Ambassador to India. He followed 1 
of the 2 witnesses who raised this point, and he unequivocably said, 
in his opinion—and I believe I am quoting him rather precisely—that 
if India gave a commitment that these vessels would not displace other 
vessels for use in other runs, that commitment would be honored. 

In this particular case I look upon Senator Cooper as an expert ; on 
the other hand, in the consideration of the drafting of this bill, we 
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recognize this problem. We do not propose that within 10 years, for 
instance, these vessels could go into international trade. As far as we 
are concerned, if the bill is passed in its present form, these vessels 
themselves will not be used in other than the coastal trade, nor will 
they displace vessels to be so used. 

Senator Brete. Thank you. 

You may proceed, Mr. Sheth. 

Mr. Sueru. 2. Helping India shipping is helping United States 
shipping: I personally have been convinced that an overall improve- 
ment of domestic transportation will definitely bear fruit in a better 
and healthier economy in the years to come. It will directly improve 
the movement of strategic and other materials needed by the United 
States. Furthermore, the current congestion in the seaports of India 
is substantially caused by a scarcity of freight cars to clear docks of 
international cargo and to bring to ports the commodities to be loaded 
on outbound vessels. Relieving the railroad transportation of at least 
some of its burdens will go a long way in clearing the docks and im- 
proving turnaround of international shipping, that of the United 
States. It will also serve to supplement the inaedquate rail facilities 
for bringing cargo to main ports. 

I would also like to clarify the fact that the United States-flag ships 
that do come to Calcutta and do make a coastal voyage up to Bombay 
for picking up cargoes for the United States do not carry any cargo 
on the intercoastal domestic trade. There was some statement by 
someone to that effect. Therefore I thought I might clarify that. 

Senator Brste. We are glad to have the clarification. Thank you. 

Mr. Suern. 3. Peculiar economics of Indian coastal shipping: 
Without particularly going into details, I would like to give a general 
picture of the oil burning Liberty-type vessels that would be sold 
for coastwise shipping as compared to those for international shipping. 
For this purpose we will assume that the ships are sold around the 
floor level, namely, $544,000, and the repair costs will be around 
$200,000. It has been worked out, and the official records in the files 
of your Government will show that the yield on the coastal trade is 
about 814 percent. At this rate it will take approximately 12 years to 
earn back the capital outlay, yet the remaining amortized life of these 
vessels is only about 5 to 6 years. 

On the other hand, if these same vessels were to be utilized for 
overseas liner service, the annual yield would be in the neighborhood 
of 15 to 20 percent. Therefore, they approximately cover the tota! 
life of the vessel. 

In the erratic tramp trade where rates fluctuate, the yield is more 
difficult to gage. Past experience has shown that it could be as high 
as 40 percent in a booming year like 1956, and would yield almost 
nothing in the present times when we are faced with returns at almost 
an operational cost level. 

Under the above circumstances, I urge that the pricing formula that 
may be adopted be a realistic one in the light of the low returns in the 
coastwise trade. 

One solution to the pricing problem would be to place the price of 
the vessels at the floor level established by the Ship Sales Act of 1946, 
as amended, with an allowance for further depreciation of not more 
than 5 percent for each year since the last sales under that act. 


94693—57——10 
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Senator Brste. Right on that point, Mr. Sheth, it seems to me that 
a good many of these problems boil down to the pricing formula, again. 

Mr. Sueru. That is right. 

Senator Brete. As I understand the bill suggested by Chairman 
Morse on behalf of the Maritime Board and concurred in by the State 
Department, the pricing formula there is “fair market value.” Some 
consideration was given to a reduction in the event that it was used 
exclusively in coastal trade. 

Colonel Cuampers. I believe they used the words “reasonable reduc- 
tion,” in view of the limitations that might be placed on it. 

Senator Bratz. Would you care to comment, either yourself or have 
Colonel Chambers comment on your views as to the proposed general 
bill, insofar as the pricing formula is concerned? We seem to basically 
get back to that problem in all of these bills. 

Colonel Cuampers. Certainly, I will be taking some thought out of 
context here, but this would be a very good place to take it. Let’s 
answer it now, sir, because I believe that our position on this should 
be thoroughly understood. And to explain that point I have to go 
back just a little bit. 

I have been associated with the Great Eastern Steamship Line, sir, 
here in Washington, for about 18 months. When we began to approach 
the problem of getting tonnage for India, we were trying to buy ships 
in the open market. The prices were reasonably favorable. The prices 
at that time of vessels that were in class would correspond very nearly 
to what is presently the upset price plus the cost of putting these ves- 
sels into class. For India, in view of the returns on the coastal trade, 
for vessels of this type, to pay more than a total capital outlay of 
around $700,000, would make it completely uneconomic. 

In the various proposals I have heard discussed on pricing patterns, 
some obviously would be very generous to the purchasers and some 
were equally, I suspect, generous to the Government. We were caught 
a little by surprise as to the detail in the draft of the bill submitted by 
Mr. Morse yesterday, but there had been rumors, sir, for about 10 days 
that they were coming up with such a bill. I had heard that in one 
of the earlier drafts they were talking about a 10 percent reduction 
below the current market price or the world market price at the time 
of the enactment of the legislation. 

Senator Bratz. So that the Chair is clear on this term “market price” 
for these Liberty ships, am I correct that the fair market value of the 
Liberty ship in the world market, today, is something in the neigh- 
borhood of $1,200,000 ? 

Colonel Cuampers. There has been considerable testimony and quite 
a bit of it has been divergent, sir, as to what the prices are. 

One of the witnesses, sir, as of a date not fixed in his testimony, men- 
tioned a million and three-quarters. Others mentioned $1.2 million 
within the last 10 days. In anticipation of these hearings I have col- 
lected some quotes. I had three prices: $1.1 million, $1.2 million, and 
$1.250,000. 

However, as of today, Mr. Sheth has been negotiating for the pur- 
chase of a Liberty-type vessel and he has some information on it which 
is very current as of today if you would like to have that. 

Senator Birnie. We would be very glad to have that information. 

Mr. Suernu. We have been, simultaneously with our approach to 
the question of the acquisition of a dozen Liberty from the United 
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States reserve fleet, we have also been making strenuous efforts to ac- 
quire ships which would be in conformity with what we can bear for 
our coastal trade. 

In this connection my own family has been negotiating for a particu- 
lar vessel called the Chapman. Here is a cable that came in at about 
noon. 

Senator Brste. What is the Chapman? Is that a Liberty ship? 

Colonel Cuampers. It is a Liberty-type ship. 

Mr. Suetu. The name of the boat is Chapman. It is a type of ship 
built in the United Kingdom. A prototype. 

Senator Brste. It is a comparable ship to the kind in Senate Joint 
Resolution 66 ¢ 

Mr. Sueru. Yes. 

The cable reads: 

The Chapman owners originally asked for £370,000 and refused negotiations 
on your firm offer of £250,000. 

Senator Bratz. What is the American dollar equivalent ? 

Colonel Cuampers. $2.80, sir. I will do some mathematics, here. 

Mr. Suetu. £250,000 is about $700,000. 

But indicates an offer from you, £300,000 would start negotiations. Stop. 
Owner showing signs of weakening and now indicates would consider accepting 
£300,000, net. Then might even agree 20 percent cash delivery, balance quar- 
terly over 12 months. Might finally agree maximum 18 months. Great Ship 
Bombay advised. 

Senator Brae. If you were to buy this ship and it cost you $750,000, 
American, would you be required to spend some $200,000 in rehabili- 
tating that? 

Mr. Sueru. No; the vessel is already in class. The vessel was made 
mobile in March 1957. 

Senator Biste. As I understand your statement, you say these ships 
comprised in Senate Joint Resolution 66 were sold around the floor 
level of $544,000, if they did, you would still be required to put in 
$200,000 in addition to repair it, which would make your cost $744,000. 

Mr. Suetu. Yes. 

Senator Bratz. The place I get baffled is that that would give you a 
yield on coastal trade of about 814 percent and it would take you 12 
years to amortize that, even though the vessel can wear out in 6 years. 

Mr. Sueru. That is right. 

Senator Brste. That doesn’t seem like good business even at that 
price. 

Mr. Sueru. That is why I have gone on to say that there should be 
a reasonable reduction for the delay period after the Ship Sales Act 
closed. 

Senator Brstx. You are saying instead of buying at $544,000 you 
should buy it at something less than $544,000 so you could amortize it 
in the expected life of 6 years ? 

Mr. Sueru. That is right. 

Senator Bratz. At a rate of 814 percent? 

Mr. Sueru. That is correct. 

Senator Brste. Is that a correct statement ? 

Colonel Cuampers. Yes. ; ' 

Senator Brste. I just wanted your views on it. I think that is a 
contribution because we are constantly coming back to this problem 
of the pricing formula and I want all the evidence I can get on it. 
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Colonel Cuampers. I think we should look at some of the other 
pears and apples that lie in this discussion. 

In the prices that are being referred to here, sir, when we talk of 
some of the figures given today—$1,250,000, they are talking about an 
unrestricted Liberty. That is the price of an unrestricted Liberty in 
the world market. 

Senator Bratz. What is an unrestricted Liberty ? 

Colonel Cuamrrrs. That is a vessel that can go anywhere and there 
are no restrictious on it about being available to the Government in 
time of war, no restrictions as to what ports they can go in. 

Senator Brste. It has no limitations in coastal trade. 

Colonel Cuampers. No, sir. That isthe point I want to get at. That 
is a general type of restriction; and this is a common term, sir, with 
which I am sure your staff is very familiar. There are unrestricted 
Libertys and then there are restricted Libertys quoted in the market 
today, on that basis. 

Senator Bratz. What is the quote ona restricted Liberty ? 

Colonel Cuampers. Approximately 25 to 30 percent below the un- 
restricted. 

Senator Birnie. Twenty-five to thirty percent below the $1,200,000. 

Colonel Cuamerrs. That is right, but that restriction doesn’t in- 
clude this greatest restriction of all and that is the limitation to the 
coastwise trade. Those are the general restrictions which you have 
heard them refer here to—the apparent very low price for American- 
flag Libertys. That is because we are operating with our crews and 
under the restrictions we have on our vessels. That is the lowest 
price of all. 

But there are vessels which have been sold with these restrictions on 
them which are selling at about 25 to 30 percent below the unrestricted 
price. 

Now we are coming along and saying we will accept those restrictions 
and in addition the real tough restriction of restricting these to the 
coastwise trade of India. 

Senator Brste. You say that is a really tough restriction but I un- 
derstand part of the meat of Mr. Sheth’s presentation is that for many, 
many years to come you can’t get enough boats to take care of the 
pure coastwise trade to India. / co 

Colonel Campers. Yes, sir. Mr. Sheth is much better qualified to 
speak on this, but this is a question I asked him, Mr. Chairman, and 
perhaps maybe I should give the answer. : 

Senator Brste. I would be glad to have the answer from either one 
of you. 

Colonel Cuampers. The fact of the matter is in this development of 
the total economy of India, the peter that can be paid for your coast- 
wise shipping are geared into what the Government will permit prices 
to be paid for the railway industry. 

Now unlike in our country where at the present moment our rail 
rates are pretty low and they have always been pretty low in relation 
to coastwise shipping, in India all the prices and, in fact, everything 
as near as I can understand it, in their economy, is geared into a 
governmental pattern on a 5-year basis to move that country, which 
as you recognize is very new and is just being formed, to a certain 
level of economic development, and so that the return and the prices 
on this cannot be geared into our normal rules of supply and demand. 








SALE OF SHIPS FROM RESERVE FLEET 141 


The demand is going to be there. The supply of ships is going to be 
very limited, even with the acquisition of these 12, but those prices are 
going to be controlled by governmental restriction. 

Senator Briere. I am glad to have that information. You concur 
with what Colonel Chambers says on that point ? 

Mr. Sueru. Yes. 

Before I go into the conclusions in my statement, while we are on 
this pricing formula, I would like to testify that one of the other things 
which brings us to this country for the purpose of taking reserve fleet 
ships is also the fact that we are acutely short of foreign exchange. 
As Senator Cooper said, on a broad basis we have 800,000 rupes, which 
is approximately $200 million foreign exchange shortage for the 
period between 1956 and 1961. 

Under those circumstances the Government directed to all industries 
that are now considering expansion that they must endeavor to get 
deferred payment and we feel if these ships are released on a deferred- 
payment basis, it will go a long way in building our economy and 
simultaneously conserving our exchange in the short-range period. 

In the concluding remarks I would like to say that on the broad 
view, the case for a dozen Liberty ships rests on solid grounds. Here 
is something that a key Indian industry urgently needs but cannot get 
elsewhere except on terms that are prohibitive; something that the 
United States has in plenty, that she can easily sell, and deliver 
immediately. 

Furthermore, the United States can do so in full conformity with 
her present maritime policy and also her established policy of extend- 
ing assistance to India to strengthen her economy at vital points. 

Under the ICA program, a hundred locomotives were given to 
Indian railroads at a cost to the United States of some $28 million. 
The assistance to Indian shipping would be in the form of vessels to 
be sold to India, at a realistic value in the light of their restricted 
use and the good to come to both countries. 

These considerations, in our opinion, far outweigh any technical 
objections that could be raised against the proposal. We fervently 
hope that they will do so for the good that it will do our country as 
well as your own. 

I shall now request our representative, Col. J. M. Chambers, to 
speak further on this subject. 

I once again wish to thank you, sir, and all present for having 
afforded me this opportunity of giving my views on the above. I will 
be happy to supply any details or back-up material that might be 
required. 

Senator Brae. Thank you very much, Mr. Sheth. You have given 
us a very able and well considered statement. We are happy to have 
your views. 

* Colonel Chambers, would you care to supplement this? 

Colonel Cuampers. Thank you, Mr. Chairman. I had felt earlier 
that it would be unnecessary for me to say anything about this bill but 
due to some of the things that were suggested yesterday and that have 
been said today, I would like to comment further. 

First of all—and I don’t know whether I could qualify as an expert 
and I certainly don’t intend to try to do so, sir, but I have been inti- 
mately connected with the problems of the Maritime Administration 
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and many of our security problems for many years, not the least of 
which was working up here, sir, for about 5 years. 

I have always had the belief that we shouldn’t sell any of these 
ships from the laid-up fleet unless there was a positive advantage to 
be achieved for our country, that it was helping our foreign policy 
or some of the broad problems we had designed to cover the total 
security of ourselves and the free world. And certainly in the case 
of India I became convinced that this criteria—my own self-imposed 
criteria, if you will—was being met. 

The part that India plays in this fabric of the free-world countries 
that we are trying to build up has been more clearly than I could 
ever say it, put out by Senator Cooper, today, and later by Senator 
Humphrey. 

I am a little disturbed that we find ourselves after about a year 
and a half of rather careful consideration on the part of the appro- 
priate departments of our Government, with the question of including 
a bill for India for the coastwise trade of India with a group of other 
bills, many of which are for worldwide trade, because I am afraid, 
Mr. Chairman, due to the very size and complexity of that problem 
that any or all of these measures could bog down and not be enacted. 

Senator Brste. Admitting that is true, certainly we don’t have the 
favorable report insofar as Maritime is concerned nor do we have a 
favorable report insofar as State Department is concerned on Senate 
Joint Resolution 66. 

Colonel Cuampers. As a matter of fact, Mr. Chairman, you have 
in your files a favorable report from the State Department on Senate 
Joint Resolution 66 which ends up with the statement that this is a 
coordinated—that the Bureau of the Budget offers no objection which 
means it is a coordinated report. However, that is some few weeks old. 

Senator Bratz. That wasn’t the position I understood State to take 
yesterday. 

Colonel Cuamenrs. That was in support of what is rather a new idea 
within the executive branch and that is that they wanted a consolidated 
bill on which I might say that the salient features of the Indian bill 
fit four-square. In other words, the bill as suggested was a general 
bill which dealt with vessels that would be limited to the coastwise 
trade and our proposed legislation meets that completely. 

Furthermore, it has the other restrictions in there that Mr. Morse 
discussed very briefly yesterday. 

Senator Bratz. Certainly your bill doesn’t square with the Maritime 
Administration’s proposed bill insofar as the pricing portion is 
concerned. 

Colonel Cuampers. The pricing pattern we have already discussed 
a little bit, and I have a suggestion to offer on that. In fact, I might 
sun up the suggestions I would like to offer, Mr. Chairman. 

I respectfully submit that the legislation in India’s behalf should 
be considered on its merits and enacted as separate legislation, having 
in mind the fact that your files will show that certainly up until 120 
days ago or up until yesterday’s testimony, really, the executive 
branch of our i smenasiacah was, on the record, in support of Senate 
Joint Resolution 66. 

Senator Brste. You are talking about the State Department. 

Colonel Cuampers. Yes; and it was a coordinated report coming 
out of the executive branch. I don’t think there was a separate report 
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up here from the Department of Commerce or the Maritime 
Administration. 

However, in the event that you decide to go ahead with general 
legislation, sir, I submit that in view of all the evidence that has been 
adduced here today through Senator Cooper, Senator Humphrey, and 
I hope ourselves, and others, that perhaps there is sufficient merit to 
making certain that we will try specifically in that general legislation 
to make sure that the problems of India are met in a realistic fashion. 

We are trying to help a country, here, which is just trying to get 
started as a country and which in the past has not been able to take 
advantage of the Ship Sales Act. 

Senator Bisex. How do you propose that be done, specifically / 

Colonel Cuamerrs. I think you are quite correct; you get right 
down to the pricing pattern and certainly there are several alternative 
ways that could be suggested but it would appear to me by proviso, 
whatever you set up in the bill, you could meet the problem of India 
head on. 

Now, Mr. Chairman, the proposed legislation says that a reasonable 
deduction will be made, in view of these limitations that will be 
imposed. 

Now, your staff can very easily verify the fact that this percentage 
between an unrestricted Liberty and a restricted Liberty cenanalte 
applies and recognize there is the additional restriction of coastwise 
trade in connection with India. 

It would seem to me that they could come out with a formula which 
would be acceptable not only to the Congress, but to the executive 
branch of our Government, and also which would be realistic from the 
standpoint of the Indians being able to participate. 

However, I would rather see you put that in law, and while I make 
no brief or even discuss these bills for other countries, it seems to me, 
sir, that all you are doing is giving the Department of Commerce or 
the Administrator of the Maritime Board sort of a license to sit down 
and battle these cases out from here on out. I think the Congress 
solves this problem or says what they think the pricing formula 
should be, as they did in the Ship Sales Act when they put in upset 
prices and things of that type. If it does, you will find the purpose 
of your legislation will be implemented a great deal better than if you 
limit it to what a man I presume to be reasonable will determine to 
be reasonable on any given day. 

It seems to me this morning I heard some things which I do not 
know whether I like or not, Mr. Chairman. People were sort of 
arguing that Americans should not have the right to come to the 
Congress with proposed legislation—at least it seemed this morning 
that some of the people who testified felt that they should not be 
coming up here with bills for you to consider. 

I believe this is where matters of that kind should come. In drafting 
this legislation, I could see how they would like to have administrative 
authority to decide which country would get what vessels at what 
prices, and I believe, sir, that it can be solved by the Congress and 
that the Congress should write the formula into the act and not leave 
it as a matter of administrative discretion. 

The only other point I would like to make is this, that in connection 
with this business of payment in cash, unless the Secretary would 
decide to the contrary 





144 SALE OF SHIPS FROM RESERVE FLEET 


Senator Brete. You are talking now to the general bill ? 

Colonel Campers. The general bill, or I would presume in the 
event a bill were specifically enacted for India that perhaps some lan- 
guage would go in the on that. 

If I understood Mr. Morse’s testimony, he testified that he had—the 
history of the mortgages had not shown that they had defaults. Just 
1 or 2 cases out of a great many sales. If that is true, why do they 
want to change the pattern and put it all on a cash basis? 

Now, again speaking solely to India—some countries may be finan- 
cially able at the present time to pay cash and save the interest, and 
it is a better deal for them. In the case of India at the present time, 
due to the foreign exchange situation that does prevail—and I do not 
know whether Senator Cooper was right; I assume that he was, but 
he pointed out they were about $1 billion on the wrong side of the 
ledger in foreign exchange. 

That being true, if they have had good experience in the past, it 
seems to me that certainly they should not be imposing this restriction 
in the future. 

To put it another way, again, if there is general legislation, then I 
would like to see that part by proviso also specifically exclude India 
and not leave it to the discretion of the Secretary of Commerce. 

Outside of these points, sir, which have been a little on the rambling 
side due to the fact that the context has been fouled up, I would like 
to say that the consideration of this legislation that has been given 
over the months by the executive branch, and their files, I suspect, 
would show clearly that this is one case where they believe it will make 
a substantial contribution in our overall development of foreign policy, 
through improving the economy of India, and I would earnestly urge 
that the staff make themselves aware of that material, because it is 
quite exhaustive and apparently the State Department agrees with 
it completely. 

Senator Brstz. I am very happy to have your views, Colonel Cham- 
bers. Possibly the staff has some questions. 

Mr. Luckey. Yes, Senator. 

Colonel, in the event legislation is passed out of the committee per- 
mitting the sale of vessels to India or to citizens of India, in the event 
it is to citizens of India, would the Government of India guarantee 
payment of those vessels ? 

Mr. Suetu. Yes; they would. 

Mr. Luckey. The Government itself would ? 

Mr. Suetn. The Government of India would. 

Mr. Luckey. Is it your plan, in the event you get any of these ves- 
sels, you are going to have them reconditioned and remodeled in 
American shipyards ? 

Mr. Suern. Yes, sir. 

Mr. Bourson. Is that in the bill, sir? 

Colonel Cuampers. It is not in the bill, but it would be acceptable 
to include it in the bill, I am sure. 

Mr. Luckey. On page 3 of your statement you state that you at- 
tempted to buy some American-flag Libertys in the open market and 
to secure approval from the Maritime Administration to transfer the 
flag. Did you make formal application to Maritime and you were 
formally turned down ? 
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Colonel Cuampers. Yes, sir. We do not understand there is a 
formal procedure. This was handled as an intergovernmental propo- 
sition. The Indian Embassy prepared an aide memoire to the State 
Department asking if this could be done. We, here, were handling 
the specific details of it. The State Department approved it and 
recommended it very strongly to the Department of Sammons and 
the Maritime Administrator. I, personally, along with Dr. Zen, who 
was then the general manager of Great Eastern, met with the Admin- 
istrator and some of his assistants, and at that time we were advised, 
due to the objections raised to flag transfers, they could not approve 
this. 

Mr. Luckey. What was the date of this? 

Colonel Cuameers. As I recall, it was about a year ago this time. 

Mr. Sueru. March 1956. 

Colonel Cuampers. I might add that that was followed by sug- 
gestions that we seek legislation, which we were told would not be 
opposed—that was in that same conference—and, similarly, follow- 
ing that, a second aide memoire went to the State Department, now 
talking about legislation for the procurement of vessels for India, 
as something distinct from the approval of the transfer of 4 to 6 
vessels for the Great Eastern Steamship Line and our State Depart- 
ment started an exhaustive study which really culminated when they 
commented on Senate Joint Resolution 66. 

Mr. Luckey. When you had your informal talk down at Maritime, 
were you proceeding on the basis of transferring the vessels to India 
for the purchase by the Indian Government or for purchase by private 
Indian corporations ? 

Mr, Suetu. Private Indian corporations. I think the normal pro- 
cedure with which the Maritime Administration deals with these 
things, if the particular American shipowner would reinvest that 
sum in American shipping, such permission would be granted. The 
sales that were offered to us were by American shipowners who wanted 
to dispose of their ships without the restriction of reinvesting that 
sum in American shipping. It was due to that that the efforts were 
unsuccessful. 

Mr. Luckey. So it was through no fault of your own that you were 
turned down ? 

Mr. Sueru. That is right. It was due to local laws and local cir- 
cumstances. 

Senator Bratz. Thank you very much. We appreciate your testi- 
mony. 

Our next witness will be John A. O’Donnell, representing Mariana 
Mercante Mexicana, Mexico City, D. F. 


STATEMENT OF JOHN A. O'DONNELL, REPRESENTING MARIANA 
MERCANTE MEXICANA, MEXICO CITY, D. F. 


Mr. O’Donnett. Mr. Chairman, I am John A. O’Donnell, a lawyer 
with offices at 1025 Connecticut Avenue. I appear here with respect to 
S. 1644, which has to do with the sale of some MAC-1 vessels to some 
citizens of Mexico. 

In that connection I peproceatt the Mariana Mercante Mexicana, of 


Mexico City, whose president is Mr. Angel Rosas, who are also inter- 
ested in securing Liberty vessels in the event—on the basis of S. 1644~-- 
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this committee should determine that the Ship Sales Act of 1946 would 
be open for these people to purchase these vessels. Mr. Rosas just heard 
of this hearing the other day and of this legislation and the chairman 
at the outset of this hearing stated that there would be a time in which 
to file a statement and facts and data in support of anything presented 
here. 

Senator Bratz. The hearings will be kept open. 

_Mr. O’Donne tt. I would like to respectfully request that we be 
given an opportunity to file such a statement. 

Senator Brete. That will be granted, and you will have a reasonable 
time in which to file such a statement. Perhaps you could develop 
what the company you refer to is. Is that a corporation ? 

Mr. O’Donnet. That is a Mexican corporation. It is a small-line 
operator. 

Senator Brete. How large a corporation is it ? 

Mr. O’Donnett. I really don’t know. 

Senator Bratz. Will you supply that information for the record ? 

Mr. O’Donne tt. I will. 

(The information requested was received, and is as follows:) 


SUPPLEMENTARY STATEMENT OF JOHN A. O'DONNELL, COUNSEL, LINEAS TRES M, 
MARINA MERCANTE MEXICANA, Mexico City, D. F. 



































It is respectfully requested that 8. 1644, now pending before the Committee on 
Interstate and Foreign Commerce of the United States Senate, be amended to 
permit the purchase by Marina Mercante Mexicana of five Liberty ships from 
the reserve fleet of the United States. 

Three M Lines, Marina Mercante Mexicana, is a Mexican corporation (Socie- 
dad Anonima), organized under the laws of Mexico, being a stock company under 
which issues will be made for the purchase of these ships to be used in the 
merchant marine service under the Mexican flag. 

Application was made to the President of the Republic, Mr. Adolfo Ruiz Cor- 
tines, through the Ministry of the Navy, to which the Mexican Government, in a 
letter dated February 8, 1957, authorized the necessary support to the negotia- 
tions of Lineas Tres M before the Government in Washington for the purchase of 
the vessels herein requested. 

The sale of these ships to Mexico will contribute importantly to the economic de- 
velopment of the country thus enhancing the interest of the foreign aid policy 
of the United States. The fact is that Mexican purchases from the United States 
last year amouned to $628 million. Seventy-five percent of Mexico’s export trade 
is with the United States. She has always been a good friend and next-door 
neighbor, and she comes now asking our assistance in the development of her 
merchant marine. 

This proposed amendment will be fully in accordance with the conclusions 
arrived at in the third reunion of the Ministers of Foreign Relations of the 
American Republics held in Rio de Janeiro in January 1942, in which the necessity 
of developing the marine transportation in the American countries was declared 
to be a vital measure to facilitate the defense of the continent. 


CONCLUSION 


1. The proposed amendment will not adversely affect any United States ship- 
ping interests. 

2. The proposed amendment will not cause any expense to the United States 
taxpayer. To the contrary, it will result in a diminution of expense. 

3. The proposed amendment will benefit the Mexican economy, and will help 
the Mexican people. 

4. By so doing, the proposed amendment is in line with United States foreign 
policy as it pertains to Mexico. 

5. Equity and justice will be served by the adoption of the proposed amendment. 


Mr. O’Donnett. I believe the Mexican Government is making rep- 
resentations to our State Department with respect to this line at this 
time. 
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Mr. Luckey. When you file that statement, will you include therein 
whether or not if it is on the deferred-payment plan under which you 
wish to purchase these vessels, the Government of Mexico would guar- 
antee payment and whether reconversion work would be done in Amer- 
ican shipyards? 


STATEMENT OF HARRY BOWEN, REPRESENTING W. R. CHAM- 
BERLIN & CO., PORTLAND, OREG. 


Mr. Bowen. I represent W. R. Chamberlin Co., which is a small 
steamship company out on the Pacific coast. Mr. Tennant wasn’t able 
to be here. 

This is bill S. 2241. ‘This is in regard to a very special type of ves- 
sel, N3-M-Al. There are only about nine of these vessels available. 
Only 3 or 4 of them have ever been sold. They were constructed at 
the beginning to transport narrow-gage locomotives. The capacity 
of the vessel is much less than of a Liberty ship and it has a very shal- 
low draft. Because of these characteristics it can be modified for the 
carriage of lumber but it is not worth very much in any other kind of 
a trade. It could not be duplicated by construction today, because 
lumber just couldn’t pay the rate that would be necessary to cover the 
cost of new construction. 

Now, those questions will be asked of previous witnesses and I 
wanted to get that out right away, Senator. 

To give you some idea about the Chamberlin Co. we have filed a 
statement, but briefly this is a contract carrier by water operating in 
the Pacific coastwise trade pursuant to authority granted by the ICC. 
It is a California corporation with its principal office in Portland. 
The company has been engaged in this business for almost 50 years, 
carrying lumber and lumber byproducts. Our operations extend up 
and down the entire coast. 

The fleet consists of three of these vessels, this N3-M-—A1 type. 
These ships are actually the only vessels of their type which were sold 
to United States citizens under the Merchant Ship Sales Act of 1946. 
One of them is owned by the company and the other two are under 
long-term charter. Chamberlin has equipped all of these ships with 
special handling gear to carry specific lumber primarily from the 
northwest lumber points to the Los Angeles harbor area and San 
Diego. The company now applies 72 percent on the ships and 12 
on land. 

The volume of the company has increased. It increased from 1,- 
400,000 in 1955 to 2,291,000 last year. During the year 1956, the com- 
pany paid wages to American seamen in excess of $600,000. And 
they paid repairs in American yards of almost $164,000. The com- 
pany is being offered more volume than it can carry. This, incident- 
ally, is a reversal of the trend of the last several decades. In the 
1930’s, the lumber schooner fleet in the Pacific coastwise trade num- 
bered over 100. Today, it is down to six vessels. 

Our need for this particular type of vessel is based on its ability to 
be made into a lumber carrier. A standard vessel, such as the Liberty 
type, is unsuitable since the draft is too deep to enter the ports from 
which lumber will be taken. Likewise, the prewar type of specially 
designed lumber vessel is no longer suitable by reason of the fact that 
most of the lumber on the Pacific coast has an cut away from the 
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deep water lumber ports, and the vast majority of ports at which lum- 
ber is now available have facilities only for vessels with extremely shal- 
low draft. It might further be added on the subject of prewar vessels 
that the cost of loading and discharging lumber from these vessels 
has been so great as to render transportation impractical from a com- 
mercial point of view. 

Now, as to the possibility of a bare-boat charter, it is necessary to 
expend a considerable amount of money on these ships. We estimate 
that it will cost at least $250,000 to reequip each one of them, and there- 
fore the company would be unwilling to spend that kind of money on 
a chartered ship. Now, I think that puts together the facts in support 
of this application and this bill. If there is anything you would like 
us to furnish, we would be glad to. 

Senator Bratz. Do you have any questions, Mr. Luckey ? 

Mr. Luckey. No, sir. 

Senator Bratz. Mr. Bourbon ? 

I think I have no questions. We are very happy to have this 
testimony on behalf of Senate 2241. 

Will you put me clear as to exactly why you can’t go before the 
Maritime Commission and receive consideration there under existing 
law? Is that because of the expiration of the Shipbuilding Act of 
1946 which expired as to American citizens in 1951 ? 

Mr. Bowen. Yes, sir. 

Senator Brats. Is that a correct statement ? 

Mr. Bowen. Yes, sir. 

Senator Brate. That is the basis for seeking this type of legislation ¢ 

Mr. Bowen. That is right. 

(Mr. Tennant’s statement follows :) 


TESTIMONY OF JOHN J. TENNANT, PRESIDENT OF W. R. CHAMBERLIN & Co., 
IN Support or §8. 2241 
































W. R. Chamberlin & Co. is a contract carrier by water operating in the Pacific 
eoastwise trade, pursuant to authority granted by the Interstate Commerce 
Commission. It is a California corporation with its principal office in Portland, 
Oreg. Since 1902, Chamberlin (or its predecessors) has been engaged in the 
shipping business, principally in the coastwise carriage of lumber and lumber 
byproducts. Our operations extend to and from all ports on the Pacific coast. 

Our present fleet consists of three N38—-M-—Al1 type vessels. These ships are 
actually the only vessels of their type which were sold to United States citizens 
under the Merchant Ship Sales Act of 1946. One of them is owned by Chamberlin, 
and the other two are under long-term charter from the Ocean Towing Co. 
Chamberlin has equipped all of these ships with special handling gear to carry 
Pacific lumber primarily from the Northwest lumber ports to the Los Angeles 
Harbor area in San Diego. The total number of personnel employed on board 
these 3 ships number some 72 persons. In addition to these personnel, a further 
12 persons are employed shoreside at the 3 offices of the company in Portland, 
Oreg., Wilmington, Calif., and Crescent City, Calif. 

The volume of business done by Chamberlin is increasing. In 1955, our volume 
of business was in excess of $1,400,000. Last year the volume increased over 50 
percent and reached a total of $2,219,000. With this increase in business, we 
expect continued and expanding employment for American seamen, American 
yards, and American stevedores. During the year 1956, W. R. Chamberlin & Co. 
paid wages to American seamen in an amount in excess of $608,000. This amount 
does not include vacation pay and other fringe benefits. Similarly, in the same 
period, W. R. Chamberlin & Co. caused various repairs to be made in American 
yards in an amount of almost $164,000. To these amounts there should also 
be added substantial amounts resulting from the employment of stevedores and 
others as a result of the operations of W. R. Chamberlin & Co. 
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We are being offered more business than we can handle with our present 
ships. This is a reversal of the trend of the last three decades. In the thirties, 
the lumber schooner fleet in the Pacific coastwise trade numbered over 100— 
today it is down to 6 vessels. 

W. R. Chamberlin & Co. is wholeheartedly in support of S. 2241. We believe 
that the bill will be highly beneficial to any coastwise operator whose operations 
require the type of vessel specified in the bill. 

Our need for the N8-M-—A1 type of vessels is based on the fact that this type 
alone is fully suited to the type of lumber carriage in which we engage. Stand- 
ard vessels such as Liberty type vessels are unsuitable, since their draft is too 
deep to enter all the ports from which lumber will be taken. Likewise, the 
prewar type of specially designed lumber vessel is no longer suitable and indeed 
almost obsolete by reason of the fact that most of the lumber on the Pacific coast 
has been cut away from the deepwater lumber ports, and the vast majority of 
ports at which lumber is now available have facilities only for vessels with 
extremely shallow draft. It might further be added, on the subject of prewar 
vessels, that the cost of loading and discharging lumber from these vessels has 
been so great in the past as to render transportation on these vessels imprac- 
ticable from a commercial point of view. The availability of American-flag 
vessels for use in coastwise trade is limited not only by the requirement of a 
shallow-draft vessel, but also by the fact that, even if deep-draft vessels could be 
acquired, the cost of converting them to a lumber operation would be prohibitive 
in terms of the vessels’ earning capacity. 

Nor does the possibility of a bareboat charter of these ships from the Govern- 
ment offer any reasonable solution to the problem of getting more tonnage into 
the coastwise lumber trade. The reason for this is that the high cost of reactiva- 
tion and the special handling gear that would have to be installed to make a 
Pacific lumber operation successful would require an extremely substantial capi- 
tal investment. Consequently, it is not feasible to expend in reactivation and 
reequipment an amount of capital which, in all probability, would exceed the cost 
of purchasing the ship from the Government. If it is necessary to expend a 
large capital investment, it seems to us to be only good business practice that 
we should also be able to purchase and obtain title to the vessel on which we 
are laying out our capital. 

The capital outlay for reactivation and reequipment may run into several 
hundred thousand dollars. Reactivation (including scraping down, repainting, 
rewiring, possible new radio requirements, etc.) will be in the nature of $125,000. 
A like sum will be required for reequipment, depending upon the type of equip- 
ment installed. For example, the cost of a pair of cranes suitable for a lumber 
operation may run anywhere from $90,000 to $200,000. Furthermore, other out- 
lays will be necessary for certain other lumber-type equipment; for example, 
approximately $16,000 worth of special lumber slings will be required to put 
the vessel into effective coastwise lumber operation. 

We respectfully submit that when a capital outlay for reactivation and re- 
equipment in an amount of $250,000 is required, it becomes almost essential from 
a business point of view that the vessel should be purchased rather than merely 
chartered by the party who is required to expend the capital. 

If this legislation becomes effective, Chamberlin will be fully qualified as a 
prospective purchaser of this type of vessel. We have over 50 years of experience 
and demonstrated ability to operate in the Pacific coastwise lumber trade. 
We have the necessary financial resources and other qualifications called for by 
the bill or which the Maritime Administrator could reasonably insist upon. 

Vessels of the N3—M—A1 type are virtually the only ones suitable for our type 
of operation. None of them is available other than in the reserve fleet. The 
acquisition of such a vessel would be no temporary thing. We desire to expand 
and to be able to carry the cargo which is presently being offered to us and 
which is more than we have available space to move. The passage of S. 2241 
would result in yet another American-flag vessel being put into active service. 
More seamen, stevedores, and shipyard men would be employed as a result of 
the activation of these vessels, and more space would be available on the Pacific 
coast for the carriage of lumber necessary to meet the demands of the above- 
national-average expansion of the west coast economy. 

Finally, I would like to thank the committee for the time and the attention 
that they have given me. In our opinion 8. 2241 is a bill of real importance 
which will make available to shippers capacity which would otherwise remain 
in storage. It will make available to operators a very special type of vessel 
which is, in practical effect, unobtainable elsewhere. 
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Senator Brs.e. Mr. John Laxalt, representing Transportes Mari- 
timos Mexicanos, 8. A. 

Mr. Laxalt, we are very happy to have you with us and you may be 
accompanied by whoever you have with you. 


STATEMENT OF JOHN M. LAXALT, REPRESENTING TRANSPORTES 
MARITIMOS MEXICANOS, S. A. 


Mr. Laxaur. 1am accompanied by Mr. Enrique Rojas, general man- 
ager of Transportes Maritimos Mexicanos. 

Senator Brete. I wonder if you would tell us something about the 
company. Is that a Mexican corporation? 

Mr. Laxatr. It is a Mexican corporation, Mr. Chairman, and I have 
an economically drafted prepared statement here which I would like 
to read, if possible, and later it can be amplified. 

Senator Brstx. In the statement do you elaborate upon the nature 
of the corporation ? 

Mr. Laxaur. I do not dwell upon the nature of the corporation at all 
in the statement, but I can say a few perfunctory remarks with regard 
to it and then I will turn to Mr. Rojas to develop the nature of the 
corporation in detail. 

Senator Brats. I think it might be well before you get into your 
prepared statement, if you do not cover that point, to make the record 
clear as to exactly what’ type of corporation that is. 

Mr. Laxart. It is a Mexican corporation incorporated in Mexico, 
2 years ago, and has operated as a steamship company in Mexico since 
that time. They presently have two vessels in ope1 ration, The princi- 
pals involved in the company—— 

Senator Brste. Where do you operate the two vessels ¢ 

Mr. Rosas. Right now we have been operating mainly Mexican car- 
goes, bringing some cargo to the United States, but mainly Mexican 
vargoes, 

Senator Bratz. From what ports to what ports / 

Mr. Rosas. Right now we have been operating mainly between 
American ports and Mexican ports. 

Senator Binte. You may proceed, Mr. Laxalt. 

Mr. Laxaur. Do you care for more details on the corporation, Mr. 
Chairman ? 

Senator Brste. Whatever further information you have. 

Mr. Laxaur. I would like to mention some of the individuals in the 
corporation. 

One is Mr. Juan Cortina, board of directors, Banco de Londres y 
Mexico, S. A., and also he: id of important Mexican insurance com- 
panies. Other individuals are Julio Serrand, who is the director gen- 
eral of one of the largest cement plants in Mexico. 

Jorge Larrea, who is a principal contractor in Mexico, and Mr. 
Enrique Rojas, who is present here today, is a former executive of a 
subsidiary company of Banco Nacional de Mexico. 

Senator Biste. Thank you. You may proceed with your prepared 
statement. 

Mr. Laxavr. Senator, I am here on behalf of S. 1644, which is a bill 
to authorize the sale of four merchant-type vessels to citizens of Mex- 
ico for use in the intercoastal trade of Mexico. 
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The bill presently before the committee, Mr, Chairman, 8S. 1644, 
is successor to S, 3505 introduced in the last session of the 84th Con- 
gress. S. 3505 would have authorized the sale of not more than 15 
dry-cargo vessels to citizens of Mexico for use in unrestricted world 
trade. 

Prior to introduction of the present successor bill, S. 1644, consul- 
tations with officials of the executive branch clearly revealed three 
vital policy considerations in drafting legislation of this nature: (a) 
The interests of the United States merchant marine, (d) availability 
of the vessels to the United States in time of emergency, (c) assurance 
of a fair market value price for the vessels. 

We believe that S. 1644 has been so drafted as to comply with these 
necessary and reasonable requirements. To move to a discussion of 
each of these three points; first, interests of the United States mer- 
chant marine. 

There is the factor of intercoastal service. There are. no United 
States-flag operators engaged in the intercoastal trade of Mexico, and 
clearly it is the right of each nation to serve its own coast with its 
own merchant marine. 

Secondly, the type of vessel. The C1-MAV-1 type vessel requested 
is not suitable for international trade, is not economically feasible for 
United States flag operators, but is suited primarily for intercoastal 
and intracoastal trade, as indicated by officials of the Commerce De- 
partment in testimony presented yesterday. 

The predecessor bill for Mexico provided for a larger type cargo 
vessel, but the use of the C1I-MAV-1 type requested by S. 1644 is neces- 
sarily restricted by its smaller size. 

Then No. 3 under this heading is the use of the United States free 
ports of San Diego, Calif., and Brownsville, Tex. The United States 
free ports named border on Mexico and would be used only for re- 
ceiving and discharging cargoes for transshipment in bond. This 
practice is usual in servicing the northern areas of Mexico, which lack 
adequate port facilities. 

Senator Breie. Right at that point, Mr. Laxalt, if I recall the tes- 
timony of the Assistant Secretary of State yesterday in response to a 
question which I had asked of him, he indicated that one of the ob- 
jections that he had to this particular bill, S. 1644, was the use of the 
United State free ports of San Diego, Calif., and Brownsville, Tex. 
1 wonder if you would like to elaborate on what you have said there as 
to the use of those ports? 

Mr. Laxatr. I would be most happy to comment on that, Mr. 
Chairman, as I have the impression that possibly the Assistant Sec- 
retary of State may have stated his reference to this question under 
a misapprehension. 

First of all, the two free ports mentioned are located right on the 
border. What is requested is not the use of the ports, but a restricted 
use of the facilities of the ports. It is customary practice today for 
vessels moving between Mexico and the United States, for example, 
and those vessels moving from lower Mexico to serve the northern 
areas of Mexico—lower California, and also the gulf regions, to re- 
ceive and discharge their cargoes at those two ports. 

The cargoes are then transshipped in bond across the border. There- 
fore, there is no utilization of the ports themselves. ‘There is merely 
a restricted use of the facilities. 
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Senator Brete. Would that explanation go to the observation made 
by Mr. Shapiro—I think you heard his testimony this morning. He 
said the privilege of calling at Brownsville, Tex., and more partic- 
ularly San Diego, Calif., would put these people in competition with 
American-flag vessels even though these ports may not be regular 
ports of call for the United States ships trading with Mexico. 

For example, Los Angeles is a regular port of call for United States 
operators in the Mexican trade, and the rerouting of cargo for Los 
Angeles to San Diego would be a simple procedure i in order to make it 
available for the proposed Mexican vessels and deny this traffic either 
immediately or potentially to the American ship operators. 

Mr. Laxatr. Yes. I find Mr. Shapiro’s statement very difficult to 
understand in this respect, as to how the restricted use of the facilities 
of these two ports can constitute competition to the United States- 
flag operators, since all that is going to be done in this respect is to 
dischar ge and receive cargoes and transship them across the border in 
bond; and, of course, there is a heavy penalty attached for any viola- 
tion of the bond. 

This is customary practice, it is being done all of the time, and there 
is nothing new about it. 

Senator Brete. Would there be any necessity for writing any 
further restrictions into a law to protect against the practice suggested 
by the American Merchant Marine Institute ? 

Mr. Laxaur. Mr, Chairman, personally I see no necessity for writing 
anything stronger into the law than what is written into the bill, which 
states: 

Except that such vessel shall not be denied the transit privilege of the ports 
of San Diego, Calif., and Brownsville, Tex., for transshipment of goods into or out 
of Mexico. 

There is a very strong bond required for the transshipment of those 
goods, and I think that that provides adequate protection. 

Senator Lauscne. Is the issue here that it will be used for inter- 
national conveyance ? 

Senator Bret. The point was raised this morning by one of the 
representatives of the American Merchant Marine Institute that since 
they could use the ports of Brownsville, Tex., and San Diego, Calif., 
for transhipment, there was a possibility of getting into competition 
with the American merchant marine, if I understand the point made 
this morning. 

Senator Lauscue. That is what I had in mind. 

Mr. Laxaur. The intended use of the vessels would, of course, be for 
the intercoastal use of Mexico, and the use of these ports would be 
strictly for the purpose of serving these areas of Mexico which lack 
port facilities. For example, Brownsville, Tex., is located across the 
Rio Grande from Matamoros, and there are no port facilities there. 

The same is true on the Pacific side. San Diego is located 14 miles 
from the border. 

Senator Birstz. Thank you, Mr. Laxalt. 

Senator Lavscne. Yesterday there was suggested to me the thought 
that the bill which we had under consideration—I think the German- 
American Coal Transport Co.—contained a provision that the sales 
price shall be the floor price. Now, I am interested to know whether 
all of these special bills contain the same type of provision that it shall 
be mandatory to sell at the floor price. 
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Do you have a provision in your bill on that? 

Mr. Laxatr. Senator, I was just moving to that point in my state- 
ment. 

Senator Bret. He could proceed down through that next point. 

Senator Lauscur. Iam sorry. I thought you were through. 

Mr. Laxatr. Would you like me to proceed ¢ 

Senator Bree. If you will; proceed. 

Mr. Laxaur. Under “B” of these three points, is the availability of 
the vessels in time of emergency. These vessels would be restricted to 
intercoastal use by a friendly contiguous neighbor whose interests are 
locked with our own. There could be no question of the availability. of 
the vessels in time of emergency. 

Under “C,” the assurance of a fair market value price for the ves- 
sels. 

Based on the age, class—and it should be noted the C1I-MAY-1 has 
only half the cargo capacity of the Liberty type—and the intended 
restricted service of the CI-MAV-1 type vessel requested. The bill 
suggests that a reappraisal of the pricing formula provided in the Ship 
Sales Act of 1946 be in order. 

First, the floor price of C1I-MAYV-1 vessels under the act is $693,862. 
Secondly, the actual wartime cost of construction was $1,982,464. As- 
suming the age of the vessel as 13 years, with 5 percent per annum 
depreciation, based on amortization over 20 years—by coincidence 
the value would approximate the actual floor price of $693,862. 

Thirdly: But the prewar domestic cost of such vessels would have 
been $1,280,000. If this cost figure were also amortized over a 20-year 
period, the present value of a 13-year-old vessel would be $448,000. 

Fourth, the Ships Sales Act expired in 1951 as to sales authority, 
and the floor price was established at $693,862. If that figure was the 
fair book value at that time, depreciation to the present at 5 percent 
per annum would reduce the figure to a present-day value on an as-is, 
where-is basis to $485,700. 

Fifthly, as Commerce Department testimony showed, vessels depre- 
ciate in reserve status. Purchasers of 1951 or before would not be dis- 
criminated against. Based on as-is, where-is cost of $485,700, and add- 
ing the minimum cost of repairs of $200,000, it is noted here that the 
actual repair cost of this same type of vessel to the Brazilians was 
$230,000-——— 

Senator Bisie. Was that testified as being 1955 or 1956? 

Mr. Laxaur. As for the time the repairs were done, I think those 
were concluded last year. 

Senator Bratz. That was the actual cost of those repairs to the type 
vessel which you are requesting in the bill now before us ? 

Mr. Laxautr. To the similar type vessel ; yes. 

Senator Brsie. $230,000. 

Mr. Laxarr. $230,000. But taking the as-is, where-is cost of 
$485,700 and adding the minimum cost of repairs of $200,000 the actual 
cost of the vessel in operating condition would then be $685,000, which 
would probably be a more realistic price considering class, age of ves- 
sel, and the restricted service to which they will be confined. 

Sixth, the bill in its pricing provisions, however, requests only de- 
preciation from the date of the floor price to present at a reasonable 
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rate, not to exceed 5 percent per annum to be determined by the Sec- 
retary of Commerce. 

Senator Brste. Under that particular provision, then, the floor price 
is $693,862 as of 1951. 

Mr. Laxaur. In accordance with the act of 1946. 

Senator Bisie. And your bill proposes to depreciate that 5 percent 
per year, since 1946; is that correct ? 

Mr. Laxaur. Not to exceed 5 percent per year from the closing of 
the act, and the discretion would lie with the Secretary of Commerce. 
What is intended here is that depreciation to be allowed from 1951 
shall be at a reasonable rate, but to be fixed by the Secretary of Com- 
merce. 

Sent itor Lauscur. And not to exceed 5 percent ? 

Mr. Laxatr. Not to exceed 5 percent per annum. 

Senator Bisex. If they were allowed the full 5 percent, what figures 
, would they arrive at? 

, Senator Lauscne. It would be 50 percent less; wouldn’t it ? 

Mr. Laxatr. From 1946, but 

Senator Brste. It is roughly $350,000 ; is that correct ? 

Mr, Laxatr. Yes; from 1946, but it is the intent of the bill to call 
for depreciation from 1951, the date of the closing of the act, and thus, 
instead of 50 percent and $350,000, the figure ‘would be 30 percent 
maximum depreciation and a resulting price of $485,700. 

Senator Lauscue. Now, this form of pricing is not in accord with 
the formula set forth in the bill offered by the Maritime Commission ; 
is that correct ? 

Mr. Laxatt. This is the general legislation offered by the Mari- 
time Commission ? 

Senator Lauscne. Yesterday they submitted a proposed bill. 

Senator Bratz. They suggested fair market value less a reasonable 
allowance when it was in restricted use for coastwise trade, if I state 
the bill correctly. Am I correct in understanding that your proposed 
bill does not conform with the pricing formula set forth in the general 
bill? Is that correct ? 

Mr. Laxatr. That is correct, Mr. Chairman. It does not conform 
with the pricing formula as you have just stated it as submitted by 
Maritime Administration yesterday. 

Senator Lauscnr. Why do you feel that your pricing formula is 
more reasonable and proper than the one submitted by the Maritime 
Administration ? 

Mr. Laxatr. Well, we feel this way, Senator, that the depreciation 
on these vessels stopped in 1946, and to the present date no allowance 
has been made for the fact that they have been in reserve status and 
have depreciated during that time. Therefore, it is our feeling that 
some depreciation should be allowed from that time to the present 
time to make it a more realistic figure. 

Now, in this connection, I would like to refer to a statement by 
Mr. Shapiro, again. This was not included in his prepared state- 
ment, but it was interjected. He stated that the last sale to his 
knowledge of a C1I-MAV-1 on the world market was in May of 1956, 
and the price for that sale was $1,020,000. In comparing that figure 
with his other comments with regard toS. 1644, he states that : 


Further, the Mexican bill as we see it allows for the depreciation of ship 
sales price from the period of close of the Ship Sales Act. This would make 
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a $694,000 ship sale price for a C1-MAV-1, available to Mexico for about 
$250,000, which is about 25 percent of the latest world sale price for this type 
of vessel, of which we have record—May 1956. 

_I do not understand how he arrived at the $250,000 figure since the 
bill allows discretion to lie with the Secretary of Commerce and he 
has taken apparently the maximum depreciation which would be 
allowed. 

Secondly, it should be pointed out that the sale to which he referred, 
of the CI-MAV-1, which brought $1,020,000 in May 1956, was made 
in the peak of the market, and, in addition, that vessel was sold for 
unrestricted world trade, whereas the situation has changed today. 
These are not the same type of vessel; they have deteriorated to some 
extent, and, moreover, their use is restricted to the intercoastal service 
of Mexico. Therefore, we believe that actually his figures strengthen 
our position, insofar as this pricing formula is concerned. 

Senator Lauscue. Do the pricing formulas differ in the several bills 
or are they all identical ? 

Mr. Luckey. There is one, Senator, that is somewhat lower than 
the rest, but in the main they are the floor price with depreciation from 
the close of the Ship Sales Act of 1951. 

Senator Lauscur. What do you see wrong in this recommendation 
of the Maritime Administration that the most reasonable formula 
would be to ascertain its present market value and deduct their reason- 
able allowance for restricted use ? 

Mr. Laxaur. That, Senator, I think, would probably arrive at the 
same result, in effect. Both what I have enumerated here and also 
what Maritime has proposed includes allowing for the fact that some 
depreciation, in a sense, should be granted, and also some consideration 
should be given for the fact that the vessels are going to be used in 
restricted service. So I think in effect they are the same. 

Senator Brstr. May IT ask you a question, Mr. Laxalt. I understood 
you earlier to say this depreciation was computed from the date of the 
Ship Sales Act of 1946. Now, is it computed from that date or from 
1951? 

Mr. Laxaur. Depreciation would be allowed in the case of these 
vessels from the date of the closing of the act of 1946. There was 
a figure set, a statutory sales price of $693,862. Whether it was 
depreciation, or this figure was arrived at as a percentage of the pre- 

yar domestic cost, I am not sure at this moment. 

Senator Briere. I would like to have the staff straighten that out, 
because my understanding was that the sales price was $693,000 for 
the C1-M-AYV-1’s, and then depreciation of 5 percent a year was 
allowed from 1951, which was the close of the Ship Sales Act of 1946, 
but I would like to have the record cleared up on that. 

Mr. Luckey. The formula for that, Senator, is that the Maritime 
Administration takes the domestic war cost of the vessel; that is, the 
actual cost of constructing the vessel during whatever period of the 
war it was constructed. The floor price is approximately 35 percent 
of ‘hat domestic war cost. ; 

Senator Bratz. What floor price do we have for the C-MAV’s in 
this particular bill? s 

Mr. Luckey. According to this statement the actual wartime cost 
of construction was $19 million. and the floor price is approximately 
$700,000. That would be about right. 
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Senator Biste. If depreciation is allowed it is allowed from what 
year ¢ 

Mr. Luckey. Depreciation is allowed from the time of closing of 
the Ship Sales Act. . 

Senator Biste. Is that from 1951? 

Mr. Luckey. 1951. 

Senator Bistz. As I understand it, there was special legislation 
authorizing the sale of a number of C1I-M—AV1’s, the same type ship 
we are talking about here, to the Brazilian company. 

Now what pricing formula was used in that legislation ? 

Mr. Luckey. I believe the same pricing formula that I gave you: 
Floor price up to 1951 with depreciation up to the time of sale. 

Senator Brsie. They took $693,000 or $700,000 and depreciated 5 
percent a vear from 1951 up until the sale of 1955; is that a correct 
statement / 

Mr. Luckxry. That is approximately correct, sir. The way they 
figure out that depreciation: They take from the closing date of the 
Ship Sales Act, January 15, 1951, and figure the lifetime span of the 
vessel in terms of days instead of years—784 days, or 7.025 days, 
whatever it may be, and then take so much depreciation a day. 

Senator Brat. At the rate of 5 percent per year? 

Mr. Luckey. It comes out about 5 percent. 

Senator Breiz. Do you have available figures as to the exact sales 
price of the C1-M—AV1's to the Brazilian Government? 

Mr. Lrexry. I do not have them, but I can supply them for the 
record. 

Senator Brste. I don’t know that you have that figure available 
or not. 

Mr. Laxatr. I don’t at this moment. However, I would be glad to 
provide it for the record, myself. 

Senator Brsix. That was a sale made, Senator Lausche, in 1955 
and 1956, and might be helpful in the determination. 

Senater Lauscue. The base from which they did their calculations 
was on the actual cost of construction in the war period. 

Mr. Laxatr. That is right; 35 percent of that is the floor price. 

Senator Lauscue. They did not disregard the cost of construction 
in the war period and take an assumed figure of what it would have 
cost, not in the war period, and then calculate from that base, on? 

Mr. Lucxry. The way the 1946 price read there were two prices— 
the floor price which I just explained, what is known as the prewar 
domestic price, which is the calculated figure in the prewar days. 
They took that price and took one-half of that figure which was the 
statutory sales price. 

Now if the statutory sales price was above the floor price, that 
would be the figure at which the vessel would be sold, but if it were 
below the floor price then it would have to be sold at the floor price. 

Senator Brete. But in addition to the floor price they allowed this 
depreciation you have indicated, after 1951. 

Senator Lauscne. Now your formula takes as the base the estimated 
cost of the construction, not in war, but out of war? 

Mr. Laxaur. That is used in trying to explain, Senator, that in ar- 
riving a’ a fair market value, today, that possibly these facts should 
be considered. 
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In our bill, of course, we asked for depreciation not to exceed 5 per- 
cent per annum, but at a reasonable rate, and the discretion lies with 
the Secretary of Commerce. 

Senator Lauscne. Which was your basic figure that you take in 
starting your original cost ? 

Mr. Laxatr. $693,862. 

Senator Lauscue. How do you reach that ? 

Mr. Laxatr. That is the floor price established by the act. 

Senator Brste. He specifically says that: 

Sales authorized in this act shall be made at the statutory sales price defined 
in the Merchant Ship Sales Act of 1946— 
and then makes the allowance for depreciation as indicated. 

Senator Lauscue. I understand. 

Senator Bisir. Does that answer your question, Senator Lanusche ? 

Senator Lauscuer. Yes. 

Senator Bratz. You may proceed, Mr. Laxalt. 

Mr. Laxarr. In summary, it is believed that S. 1644 is not against 
the interests of the United States merchant marine, that it insures 
the availability of the vessels to the United States in the event 
of emergency, and provides a fair market value price for the vessels. 

We believe it is inconformity with the expressed policies of the De- 
partments of State, Defense, and Commerce. It is respectfully hoped 
that favorable consideration will be given to this legislation. 

Senator Brere. Do I understand, Mr. Laxalt, from comments you 
have made during the discussion on 1644, that you are not opposed 
to the proposed bill submitted by Chairman Morse in connection with 
his statement? You have a general bill covering the subject ? 

Mr. Laxatr. Senator, this is how we feel about this question. It is 
that we fee] that our bill is in conformity and would be in conformity 
with the general legislation suggested by Chairman Morse. However, 
we do feel that the Mexican situation here is unique and we would 
solicit the committee to consider this bill on its own merits and con- 
sider it completely apart from any other legislation. 

There is another aspect of this, and it is that in Mexico at this time 
there has been an emergency situation created by a bumper grain crop 
in the northwest, and Mexico is presently encountering many difficul- 
ties in finding a solution to transport this crop. The terrain of Mexico 
is such that there are two mountain ranges running north and south 
and it makes overland transportation extremely difficult. The solu- 
tion to it would be to move the agricultural commodities by water. 

For this reason, and for the fact that we do consider that Mexico 
is unique, that it is a friendly, contiguous neighbor, that the vessels 
are always here and would be available in time of emergency, and for 
these reasons we think that although the bill and the provisions of 
it would be in conformity with the general legislation—and we feel 
that it is in conformity with the expressed policies of the Depart- 
ments—nevertheless, we do think that it should be acted upon on its 
own merits, here. 

Senator Brie. If general legislation were enacted substantially 
in the form proposed by Chairman Morse, do you believe you would 
have any difficulty in securing four C1-M-AV1’s for the Mexican 
Government or for the Mexican corporation ? 

Mr. Laxaur. We do not, Mr. Chairman; no. 
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Senator Lauscue. That is, you are of the opinion that you could 
prove that this would not create a competition to carriers who had 
previously purchased ships and that it would be to the interests of 
the United States and to the interests of the Mexican Government 
and that the price formula which you have is in substantial accord 
with what he has recommended ? 

Mr. Laxatr. Substantially ; yes, sir. 

Senator Lauscur. Am I correct that those are the two primary 
conditions-—that it is within the discretion of the Maritime Admin- 
istration to sell these ships when it decides that it will not provide 
undue competition to existing carriers and will be of help to the 
country whose national is desirous of buying the ship; is that sub- 
stantially correct ? 

Mr. Luckey. Will not be needed for the defense of the United 
States or use by the Navy. 

Senator Lauscur. You feel you come within that provision? 

Mr. Laxaur. We do, Senator. 

The one crit cism lodged against this bill by the Assistant Secretary 
of State was his reference to the use of the two free ports. However, 
it is my feeling that possibly the statement was made under a mis- 
apprehension of the customary practice of the use, the restrictive 
use, of the facilities of those ports. 

Senator Brsie. I think your explanation has thrown considerable 
light on that. It is not used i in the sense of being in competition with 
the American flag. It is used simply in the sense of being used for 
transshipment, in or out of Mexico; is that correct ? 

Mr. Laxatr. That is exactly it. 

Mr. Luckey. I have the information on the Brazilian C1-M-AV1’s 
here. 

Senator Breir. That was a sale made less than 2 years ago. 

Mr. Luckey. I stand corrected. It is not the floor price depreciated 
down to the time of sale. 

On July 13, 1956, Brazil purchased 12 for use in its coastwise trade, 
pursuant to Public Law 496, approved July 15, 1954. Sixty-eighth 
United States Statutes at Large, page 481, wherein Congress estab- 
lished the vessel sales price at prices determined under section 3 of 
the Merchant Ship Sales Act, 1946, as .amended, as-is, where-is. 
Accordingly, the vessels were sold at the floor price of $693,862 each, 
which is the same floor price that he has listed on page 4 of his 
statement. 

Senator Biste. Thank you. I am very happy to have that for the 
recor d. 

Do you care to add anything further, Mr. Laxalt ? 

Mr. Laxaur. Yes, Mr. Chairman. In order to clarify for the record 
our position regarding depreciation, I should say that what is re- 
quested in S. 1644 is depreciation at a reasonable rate from 1951, the 
date of the closing of the act. Also, there is another point that I 
should like to make, and it is a point which has been mentioned fre- 
quently yesterday and today, and that is the question of whether or 
not releasing vessels for intercoastal service might release vessels of 
the recipient country for international service. 

Senator Brete. We would be very glad to have you comment on 
that. That has been touched on many times. 

Mr. Laxatt. I should like to point out that, in the case of Mexico, 
this is an absolute impossibility for the reason that, although Mexico 
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is naturally a maritime nation, it has no maritime, in a sense. It has 
288,000 displacement tons, but 228,000 of this are tankers of Petro- 
leus Mexicanos S. A. 

There is no question but what if these vessels were made available to 
Mexico for intercoastal use that Mexico in turn could not release other 
vessels for international trade. 

Senator Bratz. Thank you very much, Mr. Laxalt. 

Do you have anything further? We would be very happy to hear 
from you, Mr. Rojas. 

Mr. Rosas. Thank you. I may say we have been trying to develop 
the same situation as with Brazil, and that we would expect to have 
the same treatment that you gave to Brazil. That is all. 

Senator Lauscue. This is a bill authorizing the sale of four mer- 
chant-type vessels for the citizens of Mexico? 

Mr. Rosas. Yes. 

Senator Lauscue. What is the name of this company ? 

Mr. Rosas. Transportes Maritimos Mexicanos, 8. A. It is a com- 
pany formed by a group of industrial people very well known in Mex- 
ico in business, and we have been gaining some experience in the ship- 
ping business in the past 2 years. We have been contemplating this 
great need for a Mexican merchant fleet, created chiefly because of 
these Government programs of irrigation that have been bringing new 
crops of agricultural products, and we feel we have a great need of 
transporting these crops all around the country. 

Senator Lauscue. Is there American capital in it? 

Mr. Rosas. No; it is absolutely Mexican capital, all of them. Asa 
matter of fact, Mr. Laxalt gave the names of the principal stockhold- 
ers who are very well known in Mexico. I would take advantage of 
this opportunity to add that there is also in our company Mr. Agustin 
Rodriguez, who is the general manager of Bankers Association. 

Senator Lauscue. Are we getting statements of the stockholders of 
these companies to find out what their background is? 

Senator Brstr. We have asked each one to submit that information. 

Thank you very much, Mr. Laxalt—— 

Senator Lauscnue. I do not have any hesitation in saying that, in 
asking this question, I don’t want someone using the facade of the 
Mexican Government to acquire these ships without revealing who the 
truly interested parties are. 

Mr. Rosas. I understand that. 

Senator Brete. Mr. Laxalt 

Mr. Laxart. Mr. Chairman, I could conclude by saying that we do 
believe that in every way this bill is in conformity with the best in- 
terests of the United States, that the interests of the United States 
merchant marine are not affected in one way or another, that in time 
of emergency the vessels are here in North American waters and the 
United States Government can put their hands on them at any time. 

As for the two criticisms that have been lodged during the past 2 
days, that of the use of the 2 ports and the pricing formula, we be- 
lieve we are completely justified in both those respects. 

Senator Brste. Thank you very much, Mr. Laxalt. 

TI believe Mr. Luckey had a couple of questions. 

Mr. Luckey. In the event the committee favorably considers your 
bill, would the Mexican Government guarantee payment for these 
vessels if it was done on a credit plan ? 
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Mr. Laxaur. It would. 

Mr. Rosas. Yes. 

Mr. Luckey. In any event, the vessels are to be reconditioned. Do 
you have any objection to inserting in the bill that such reconditioning 

e done in United States shipyards ? 

Mr. Laxatr. We would insist upon it. 

Mr. Rosas. As a matter of fact we have no other place to doit. We 
consider in this way we can keep the vessel without a cost to the Ameri- 
can Government, and as it has been said yesterday, a ship working 
can be preserved better than a ship that is not working. 

Senator Brae. I think there was testimony to that effect, Mr. Rojas. 

We certainly appreciate the testimony of both you gentlemen. You 
have made a very full and careful case. 

The Chair would like to have included in the hearings for further 
consideration by this committee, at a time to be later announced by 
the chairman, Senate bill 2249, which was introduced on yesterday as 
suggested by Senator Cotton, authorizing the sale of a certain num- 
ber of merchant-type vessels to Austrian citizens for use in the trade 
of Austria—S. 2249. 

I would like, also, to have included in the hearings at this point, 
Senate Joint Resolution 101, introduced by Senator Saltonstall on 
yesterday, authorizing the Secretary of Commerce to sell a certain 
war-built cargo vessel, and for other purposes. 

( These bills appear at the beginning of the hearing. ) 

These bills are properly before our committee, and it is not the chair- 
man’s intention to complete hearings on either of these bills this after- 
noon. The record will be kept open for 10 days. There will be a 
further hearing, insofar as these two bills are concerned. 

At this place in the record, I would like to say that the committee 
has received the comments of the various agencies in respect to each 
of these bills, with the exception of the last 2, that have been before us 
for consideration over the past 2 days. 

(All Government comments on bills appear at the end of the hear- 
ing.) 

Likewise, we have a telegram from the New York-New Jersey Dry 
Dock Association, dated as of today, which will also be made a part 
of the record. 

(The document referred to follows :) 

New York, N. Y., June 6, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C.: 


A number of bills and joint resolutions have been introduced in the House and 
Senate providing for the transfer of 97 merchant vessels of various types to a 
number of designated foreign countries. We understand that these may be con- 
solidated into one comprehensive bill. The New York and New Jersey Dry Dock 
Association urges your support for the inclusion in these bills or in the consoli- 
dated bill of a provision requiring reactivation repairs to be made in American 
shipyards. 

Respectfully yours, 
New YorK AND New Jersey Dry Dock ASSOCIATION, 
Epwarp V. Gross, Secretary. 


Senator Brsir. The hearing will stand in recess up until the call of 
the chairman. 

(Whereupon, at 5:30 p. m., the committee adjourned, to reconvene 
at the call of the chairman.) 
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TUESDAY, JULY 2, 1957 


Untrep States SENATE, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to call, at 10: 10 a. m. 

Senator Corron. The committee will be in order. 

Senator Bible is the chairman of this subcommittee, but he is de- 
tained for a time in an executive session of another committee but will 
be here to take over the chair as soon as possible. In the meantime 
we will go ahead with the hearing, at his request. 

I have this statement, which is as follows: 

We are resuming today the hearings begun on June 10 covering proposals for 
sale of vessels from the reserve fleet. A number of bills have been introduced 
subsequent to the earlier hearings, and testimony will be taken on these as well 
as on any of the bills included in the June 10 and 11 hearings. 

In his testimony before the committee on June 10, the Maritime Administrator, 
Mr. Morse, stated that he was unable to report on several of the bills then pend- 
ing because of insufficient time for consideration and coordination of depart- 
mental ivews. Today we understand we shall hear from the Deputy Admin- 
istrator, Mr. Walter G. Ford, on these as well as others introduced more recently. 

Again, because of the fact that bills are still coming in and it is the desire of 
the chairman that as many of them as possible be covered in these hearings, it 
may be desirable to hold the record open for a time for submission of statements. 
However, we shall eandeavor to hear today from all who wish to offer testimony 
on any of the bills in question. 

We have present to testify this morning Senator Clark and Con- 
gressman Flood, and I understand Senator Clark, because of the fact 
that the Congressman has to get back to the other side, is willing that 
the Congressman should have the right-of-way. I take pleasure in 
welcoming you, my old associate from the House, and we will be very 
glad to hear from you. 


STATEMENT OF HON. DANIEL J. FLOOD, A REPRESENTATIVE IN 
THE CONGRESS OF THE UNITED STATES FROM THE 11TH DIS- 
TRICT OF PENNSYLVANIA 


Mr. Fioop. Thank you very much, Senator. 

My name is Daniel J. Flood. Iam a Representative from the State 
of Pennsylvania for the 1ith District. The district is the heart of 
the anthracite coal fields. 

My friend, Dr. Fenton, may enter a mild protest to that statement, 
but, nevertheless, since he is not here, I repeat for the purpose of 
emphasis that my district is the heart of the hard-coal fields. 
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We insist that there is only one coal, and that is anthracite coal. 
There is a bituminous, but it is really a bitumite and is coal only by 
grant. 

Our problem, Senator, you have heard about, all of you, at length 
and detail, down through the years. 

In the city at this minute, in a dozen different departments and 
agencies, there is a volume, rather a library, of detailed information 
of every conceivable kind that this committee might desire statisti- 
cally, on any phase of the anthracite industry, both production, con- 
sumption, and the broad sociological aspects of our area. 

If you will permit me, I will just for a few minutes speak of per- 
haps the sociological aspects. I serve upon the Appropriations Sub- 
committee for the Department of Commerce. I have been on that 
committee for the last 12 years that I have been here, and I am not 
unacquainted with the problem before you, my opposite numbers 
here, on this question of ships; and as I look around me this morning 
I am reminded of the old story—when I walked in I thought, today 
is the day they give babies away with a half a pound of tea. But I 
have in mind the problems peculiar to the hard coal. 

Now, my heart bleeds for the bituminous people, of course, and I 
join in helping them any way I can, but, as you know, we are a very 
limited industry, geographically. We exist only in about a dozen 
counties in the northeastern part of one State—Pennsylvania. And 
there the great anthracite coal industry is centered in 2 or 3 mountain 
valleys only. There is, oh, a few spoonfuls of hard coal in 2 or 3 other 
places, but not to amount to very much. 

I might indicate that, historically, our fuel is for domestic heat- 
ing consumption. Originally the coal was used for the reduction of 
steel from iron ore and in the Lackawanna-Lackawackson area, along 
the New York-Pennsylvania border. There are still the remains of 
the old open hearths which were the orginal] facility in the reduction of 
steel. But that has passed us by, although we are trying to get back 
into that market by briquetting and coking, but that is another story 
for the Bureau of Mines. On this problem our chief difficulty is 
market. 

Our history has brought us to this trouble. Gas use and liquid 
fuels have almost destroyed our domestic markets, What we had 
left we are afraid the St. Lawrence seaway is about to damage ma- 
terially. 

Soviet Russian and Welsh and other foreign coal will come in 
cheaply, perhaps as ballast, and our great remaining market can, 
probably will, be in jeopardy. We will fight it. We will have some 
of it, but it is a serious problem today, as I sit before you, for the im- 
mediate future. 

We have reasonable cause to believe our savior will be the Low Coun- 
tries of Western Europe. They are clamoring; they want our hard 
coal. Now we are the clean, the smokeless, you all know about what 
kind of a fuel we are. They need it and want it badly there for these 
purposes. 

Now to come to your problem. As far as I have been advised, we 
have a vast potential. I have in mind one Belgian importer—I have 
forgotten his name; I think it is Veberg or Reberg—for connections 
with operations of certain of our hard-coal companies, some in my own 
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district, who is ready to take a million tons of my coal to the Low 
Countries, specifically Belgium and Holland. These people operate 
out of Antwerp. Now this is a great importer into those countries, 
and until last year this particular importer never took a pound of 
hard coal into Western Europe. Last year there were a couple of 
hundred—oh, about 300,000 tons. So far this year about 190,000. 
Now, here is one operator, I am advised from our coal company people 
here, believe it or not, who can put a million tons—a fantastic figure— 
a million tons of hard coal into Belgium and the Netherlands, with 
the market screaming for it there. 

Now, he can’t do that, or the Belgian and Dutch importers cannot 
do that, if the ocean freight price is more than $6.50 a ton. They can’t 
do it with American-flag vessels under the American price ocean 
freight rate problem. Nocan do; period. 

I am a special pleader for a special limited industry. Here is a 
specific, definite avenue of help that can be given to us, if these people, 
if these Belgians, can get these five ships. They are to use these ships 
for absolutely nothing else, and the charter party would so state. You 
can so insist, as I am sure you would, if you saw fit to grant. Nothing 
but hard coal. They are to come back in ballast; they are to go only 
from Philadelphia to Antwerp. They are not to be tramps. They 
are to go no place but between those two ports and bring nothing back 
and take nothing over but hard coal. 

Now, I have this problem: The Russians and the Welsh can give 
these people a certain type of hard coal, a bastard type of coal. I 
am not being profane. Business is business. ‘These are business- 
men, and you can’t hate them for that. Now, that being the case, they 
want our coal. We have the best in the world, the most desirable, 
and that is what they want. They want to put it there. I have a 
special plea for a million people. 

Now a hop, skip, and jump from where we sit today—50 minutes 
by air from where this subcommittee sits—is the heart of the hard- 
coal field. I am in a depressed economic area. It is the No. 1 de- 
pressed economic area of the United States, and has been for a gen- 
eration. There are off and on for 20 years, 15 or 20; and your sta- 
tistics in the Capitol will establish it that I have 20,000 men between 
the ages of 18 and 50—20,000, gentlemen, in my district are out of 
work this morning—20,000. There is no place in the United States 
where that condition exists or has existed for a generation. I have 
lost 55,000 people in my congressional district who have moved to 
New England, to the seaboard, and to the South for work—55,000 
in 12 years. That is difficult to believe; that is a fact. It is becom- 
ing progressively worse. 

A million tons. Last year we produced 27 million tons. We ex- 
ported 2 million. Now here you can give us a market for a million 
tons in two small countries. 

I look upon no one of my colleagues as a better friend of the United 
States merchant marine or of the labor unions identified therewith; 
no one. I would not come here for a moment if I thought what I 
am suggesting would be un-American or fly in the face of organized 
labor on the waterfronts of my country, or interfere for one moment 
with the American merchant marine shipping lists. I would be here 
against it. I repeat that for emphasis. 
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I have every reason to believe this kind of operation, under the 
circumstances, is suggested by the people who are interested, under 
your guidance and the demands you will make—in no way will inter- 
fere with American flags or American workmen. Of that I am sure, 
or I would not expound it. 

I conclude with just this: May I ask you to have your investiga- 
tors and your staff confirm everything that I have suggested as far 
as the economic distress incident to this industry, and to my area of 
Pennsylvania? This is a bright ray of hope. It will conflict in no 
way with any of other segment of our industry or our commerce. 
Three Presidents, the last, President Eisenhower, have issued direc- 
tives that every Federal agency, under all circumstances, within 
reason, are to use their assets and their purposes to come to the aid 
of the distressed economic areas of our Nation. This agency of the 
Maritime is one. It is difficult to find others; they are all trying to 
help, but it is so hard for all of you people in Government, in the 
Senate and the House, all the Government agencies, it is so hard to 
help us. A lot of them do, but it is so difficult to find something that 
anybody can do. This is direct and affirmative and would be manna 
from heaven. 

Thank you very much. 

Senator Corron. Mr. Congressman, you have filed a statement here. 
We who served in the House know what you have demonstrated this 
morning to be a fact, that you always do much better freewheeling. 
Do you want this statement to be filed in addition to the remarks you 
gave us verbally? 

Mr. Froop. If you don’t mind, please. 

Senator Corron. This will go in following your remarks. 

Mr. Fioop. I would prefer it that way. 

(The prepared statement of Mr. Flood follows :) 


STATEMENT OF Hon. Danret J. FLoop, A REPRESENTATIVE IN THE CONGRESS OF 
THE UNITED STATES FROM THE 11TH DISTRICT OF PENNSYVANIA 


Mr. Chairman, I would like to say a few words of agreement with those in 
support of 8. 2378, which is a bill very similar to H. R. 7899 which I introduced 
in the House. My interest is to put before the committee some points as to how 
the sale of these five Liberty-type vessels will be beneficial to certain segments 
of Pennsylvania that are currently in economic need. 

For many years the anthracite coal region of Pennsylvania centering around 
Wilkes-Barre and Scranton has been perhaps the most depressed labor area in 
the United States. Previously there had been a market in American homes 
for anthracite coal, and this region at that time was a prosperous one. But the 
incidence of oil and gas destroyed the domestic market and pushed this section 
into a continuing labor depression. It is after this number of years that a good 
possibility is seen for restoring a degree of an export market in Belgium and the 
Netherlands. 

Prior to 1956, the principal coal importer for Beligum and the Netherlands 
had not imported any coal from the American anthracite coal region. But as 
a result of studies, this major importer determined that it would be feasible 
for a high-grade anthracite to be produced in the American region for export 
to Belgium and the Netherlands. By means of an open-end contract entered 
into by the Belgian importer and the anthracite mines of Pennsylvania, about 
290,000 tons of anthracite were purchased in 1956 and about 180,000 tons so far 
this year. 

Now the situation has progressed whereby the Belgian importer would be able 
to market 1 million tons of anthracite, and more, should reasonable ocean trans- 
portation rates be available. In other words, the market exists for anthracite in 
Belgium and the Netherlands if transportation rate problems can be solved. 
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The sale of these five Libertys to Belgium would be a real step toward securing 
the desired stability for ocean freight rates for this anthracite coal. 

The export of a million tons of American anthracite would have a marked 
effect of relief on the stricken anthracite region of Pennsylvania, and once a con- 
tinuing arrangement could be established the recovery of this region could be- 
come a reality. 

In addition to the miners that would obtain employment from this arrange- 
ment, there would be an increase in business for the coal-carrying railroads and 
for the supporting employment connected with the mining and transportation 
of coal to the port of Philadelphia. 

Thus, a chain of favorable conditions for Pennsylvania could be created by 
the establishment of a solid arrangement with the coal importers of the Low 
Countries. 

Besides being beneficial from a labor standpoint and a business standpoint, the 
activation of the anthracite mines by the export of a million tons of coal would 
mean that these mines would be in a working condition and constantly avail- 
able for any defense purpose of the United States or any Government need. 
Mines in disuse deteriorate and become flooded to a degree that renders them 
unavailable when the public necessity requires their immediate use. It is, there- 
fore, in the interest of both economy and what we might call standby readi- 
ness, that continuing employment in the anthracite region be ecouraged. 

I wish to represent to you that this bill and my related bills will not harm the 
American merchant marine for the reason that no anthracite has ever moved on 
an American vessel to Belgium and the Netherlands. I cannot conceive that 
there is a possibility that anthracite will be purchased by any European country 
at a competitive price if it has to be transported by American-flag ships. The 
additional factor of the expense to our Government in maintenance of these 
ships in the mothball fleet, coupled with the fact that the sale of these ships 
will produce a cash return to the Treasury, also serves to emphasize in my 
mind that a great amount of good can be done to economic areas of my State 
without harm to any other interest of our country. 

Today, coal from Russia and Wales is the principal competition for our Ameri- 
can anthracite. Although the Belgian importer is interested in continuing to 
import American anthracite, to him it is basically a business proposition. The 
importer is unable to make a profit on the imports if the ocean freight rate ex- 
ceeds $6.50 per ton. If the Belgians could obtain the five Libertys provided for 
in this bill, then the ocean freight rate could be stabilized for this importer at a 
price which would make it commercially feasible to market American anthracite 
in competition with coal from nations that are more accessible to the Low Coun- 
tries, and disproportionate transportation cost will ultimately mean a loss of 
this market to our American anthracite industry. 

I believe that it might be apparent to everyone that an improvmeent in the 
welfare of the American anthracite region is dependent on solving the trans- 
portation factor in getting a continuing increased amout of anthracite to Belgium. 
The benefit to this depressed area of Pennsylvania can be substantial if this pro- 
gram for 1 million tons of anthracite can be made effective by an arrangement 
to stabilize the transportation costs. 


Senator Corron. Do you have questions ? 

Senator Lauscue. No, sir. 

Senator Corroy. Thank you very much. We are very happy to 
have you with us this morning. 

Mr. Froop. Thank you. 

[ have introduced a bill similar to Senator Clark’s in the House and 
I am so pleased that he is carrying the ball so well here. 

Thank you. 

Senator Corron. Thank you. 

Senator Clark. 
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STATEMENT OF HON. JOSEPH S. CLARK, A SENATOR IN THE CON- 
GRESS OF THE UNITED STATES FROM THE STATE OF PENN- 
SYLVANIA 


Senator Crark. Mr. Chairman, it is a very great pleasure to be 
before you this morning. 

Senator Corron. We appreciate having you here, Senator. 

Senator Crark. Thank you, sir, I shall attempt to repay your 
courtesy by being brief. 1 have a formal statement which I would 
appreciate having filed in the record at the conclusion of my verbal 
testimony. 

Senator Corron. Certainly. 

Senator CiarK. I would like to associate myself with the testimony 
just given by Congressman Flood, who has stated very well indeed 
the case in support of S. 2378. 3 

I might perhaps note two points: First, that yielding to no one in 
my respect for Congressman Flood, but representing the entire Com- 
monwealth of Pennsylvania as I do, I should not like the record to 
show any slur whatever on bituminous coal, which is very good coal, 
too. And further, that it is not only Congressman Flood’s district 
but a number of the surrounding counties which are afflicted with this 
depressed area situation by reason of the inability of the anthracite in- 
dustry to keep up with competition of other fuels. 

With respect to the bill itself I would like to make only a couple 
of minor points; the rest are covered in my statement. 

Senator Corron. You are referring to—— 

Senator Ciark. S. 2378. My bill would not restrict the ships to the 
port of Antwerp; it would make any ports in the Low Countries— 
Belgium and the Netherlands—available as the European terminus 
for voyages. It does restrict the American terminus to Philadelphia. 

I should point out that, in addition to helping the anthracite indus- 
try, this bill, if enacted, would be of substantial assistance to the rail- 
roads in Pennsylvania, which, frankly, are in need of help, and to 
the port of Philadelphia, which has already become the largest port 
in terms of gross tonnage if not in terms of dollars of any of the ports 
of the United States, is growing rapidly, and this would be a great 
boon to our port. So the benefits of this bill are not confined merely 
to the anthracite industry, but spread wider to transportation by rail 
and by water. 

Senator Corron. May I interrupt you at this point ? 

Senator CiarK. Yes, sir. 

Senator Corron. Did you happen to read an article in Nation’s 
Business in which the statement is made that every 10,000-ton coal 
ship sailing for Europe means 100 days’ work for 10 miners at an aver- 
age of $2,400 for each, $70,000 for coal at the mine, and $40,000 in 
railroad transportation ? 

_ Senator CrarK. I have not, Senator. I am happy that you called 
it to my attention. 

The need for these ships is due to the fact that the ocean freight 
during the period that some of this coal has been sold to these Bel- 
gian businessmen has varied from $7.50 to $17.50 a ton; largely, I ima- 
gine, because during the wintertime it is very hard, indeed, to get 
shipping which will be willing to take this coal. The normal liner 
which operates under American registry or the normal liner which 
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carries passengers under foreign flags is not willing to take the coal, 
and the great benefit of this particular legislation is that it will 
enable the freight rate to be stabilized at the price which will permit 
the Belgian businessman to vastly increase the amount of tonnage 
which would be available on this deal with the anthracite mines. 

For the laity, and I think also for some members of my own pro- 
fession, I might explain that the words “as is” and “where is” on line 8 
of page 2 of the bill mean that the ships will be bought where they 
are in the condition in which they are. That, if I may be permitted as 
a Philadelphia lawyer to say, is legal gobbledygook which I think 
perhaps should be ¢ plained by the record, and similarly the rather 
obscure clause (e) on page 2 is intended to mean that the United 
States will get a first lien on these ships for the amount of the 
mortgage. It would be a little difficult to determine that by merely 
reading the language. 

Finally, Mr. Chairman, I should like to point out that this bill, in 
my judgment, gives complete protection to all conceivable interests of 
the United States by requiring consultation with the Secretary of 
State and the Secretary of Defense and by determining the price in 
accordance with the Merchant Ship Sales Act. 

As Congressman Flood has pointed out, there is no competition en- 
gendered with American-flag vessels because they are just not in this 
Aren., 

Mr. Chairman, I hope very much your committee will see fit to pass 
favorably on this bill. 

Senator Corron. You are specifically interested in the export of 
coal to Belgium and the Netherlands ? 

Senator Ciark. That is right, sir; and these five Liberty ships for 
that purpose. 

Senator Corron. How do you feel about the bill that some of us 
from New England introduced that had to do with carrying coal to 
West Germany ? 

Senator CLark. I would support that, too, sir. I understand that 
there are enough Liberty ships to go around, so that there is not a 
question of having to choose between them. May I say that West 
German deal would also be of substantial benefit to the bituminous 
mines of Pennsylvania, and I therefore would support it, also. 

Senator Corron. Thank you, Senator. Any questions? 

Mr. Luckey. No questions. 

Senator Corron. Thank you very much, Senator; glad to have 
you with us. Your prepared statement will be incorporated into the 
record at this point. 

(The prepared statement of Senator Clark is as follows :) 


STATEMENT OF Hon. Joseru S. CLARK, SENATOR FROM THE STATE OF PENNSYLVANIA 


Mr. Chairman, I am appearing before this committee today in support of S. 
2378, a bill to authorize the sale to Belgium or its citizens of five Government- 
owned Liberty-type vessels. While I understand that the authorization to pur- 
chase these vessels is substantially in the interest of the Belgian people, it is pri- 
marily in the interest of the people of Pennsylvania. 

The statistics compiled by the Department of Labor establish that for te past 
17 years the anthracite coal region of the State of Pennsylvania has been the No. 
1 depressed labor market in the entire United States. The general well-being 
of the people of this area is dependent to an almost exclusive degree on its ability 
to produce and sell anthracite coal. 

This once prosperous area of Pennsylvania, which supplied much of the coal 
tonnage to heat American homes, has today lost most of its domestic market. 
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It has been unable to compete in the home-heating market with oil or gas. It 
has not been able to develop an export market for its product which could even 
in small measure absorb its loss in the domestic market. 

In 1955 the principal coal importer in Belgium and the Netherlands came to 
Pennsylvania with his experts for the purpose of working with the coal com- 
panies located in the anthracite region, to determine the feasibility of producing 
a high-grade anthracite for export to Belgium and the Netherlands. This coal 
would be blended with coals produced in Belgium, Russia, and Wales. 

The studies and experiments which have been carried out have proven the idea 
to be sound and in the interest of the anthracite region and the people of Belgium 
and the Netherlands. 

As a result of these studies an open-end contract was entered into between 
the Belgian coal importer and the anthracite-producing mines in Pennsylvania 
whereby the Belgians had the right to purchase at agreed-upon prices almost any 
tonnage which they desired, but they were not obligated to purchase even mini- 
mum tonnage. Under this arrangement, in 1956 the Belgian importer purchased 
from our anthracite mines approximately 290,000 tons, and up to June 1, 1957, 
they have purchased approximately 180,000 tons. 

I am reliably informed that, in the event we are able to stabilize at a reason- 
able figure an ocean freight rate for this coal, the Belgian importer will purchase 
not less than 1 million tons of anthracite per year from our mines, and if market 
conditions in Belgium and the Netherlands will justify additional purchases, even 
more substantial sales might be anticipated. But even if the exports were to be 
1 million tons per year it would produee significant benefits to this stricken area 
of my State. 

Our mines and the Belgian importer have been able to stabilize within reason 
all cost factors from the time the anthracite is produced in the mines until it 
is delivered in homes in Belgium and the Netherlands, with the sole exception 
of the ocean freight rate. 

During the short life of the contract between the Pennsylvania mines and the 
Belgian importer our coal has been shipped at ocean freight rates varying from 
$7.50 per ton to $17.50 per ton. It was only as recently as February of this 
year that this coal moved at ocean freight rates of $17.50 per ton, and we have 
no assurance that the ocean rate will not again be as high or higher by the time 
the next winter season commences. 

Generally speaking, I am in favor of any legislation which helps all or any 
segment of Pennsylvania, but I am particularly in favor of S. 2378 because it 
helps an important part of Pennsylvania—the miners, the mine-owning com- 
panies, the Pennsylvania and Reading Railroads, and the port of Philadelphia. 
And it would benefit our friendly allies of Belgium and the Netiberlands. 

This bill does not harm the American merchant marine because there has never 
been a ton of anthracite moved to Belgium or the Netherlands on an American 
flag vessel, and I am informed that because of the cost differential! it is highly 
unlikely that this situation will change. As a matter of fact, liner services, 
Sailing the essential trade routes, will not even handle this commodity. 

The ships which the Belgians seek to obtain by this legislation are deteriorat 
ing in the Maritime Administration reserve fleet at tremendous annual expense 
to the Government. ' 

The committee is well aware of all the arguments along this line, and T am 
sure I need say no more. I trust that the committee will see fit to report S. 2378 
in its present form. 

Senator Corron. Someone handed me a statement by Congressman 
John A. Blatnik, of the Eighth District of Minnesota. Is Congress- 
man Blatnik in the room ¢ 

Mr. Sonosky (representing Congressman Blatnik). No; he has been 
detained at another hearing. 

Senator Corron. Would the Congressman like this statement in the 
record at this point ‘ 

Mr. Sonosky. Yes, sir. 

Senator Corron. We will be happy to insert it at this point. 

(The prepared statement of Congressman Blatnik is as follows:) 
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STATEMENT OF Hon. JOHN A. BLATNIK, A REPRESENTATIVE IN THE CONGRESS OF 
THE UNITED STaTES FROM THE EIGHTH DISTRICT OF MINNESOTA 


Mr. Chairman, my name is John A. Blatnik. I am a Member of the House of 
Representatives representing the Eighth District of Minnesota. I appear today 
in support of Senate Joint Resolution 93 which is a companion bill to House 
Joint Resolution 330 which I have introduced in the House. In my opinion, 
Senate Joint Resolution 93 or my bill should be enacted, as it is necessary for 
the establishment of essential water transportation services for the Great Lakes 
area. Moreover, | particularly urge enactment of this legislation because of 
the fact that it involves no cost to the Government; on the contrary, it accom- 
plishes a laudable purpose and at the same time will obtain substantial sums 
to the Government for the vessels which have been in disuse since the war. 

With the development of the St. Lawrence seaway, new waterborne traffic 
patterns in the commerce of the United States will undoubtedly be established. 
Foreign trade to and from the lakes is already underway: in the past several 
years, foreign lines using small vessels have been engaged in rapidly expanding 
cargo operations preliminary to instituting full-scale service with large ships 
once the seaway is open. In the field of foreign commerce, several American 
lines have indicated their interest in serving the Great Lakes/foreign routes in 
the event that operating-differential subsidy assistance can be obtained by them 
so that they can compete with their low-cost foreign competitors. 

But while foreign trade to and from the Great Lakes seems to be developing 
well, the necessary trade within the Great Lakes which this will develop and 
require has shown no sign of development. Equally important, trade by sea 
between the Great Lakes and the costal areas of the United States, which could 
develop into a major shipping service limited only to American-flag ships, has 
been handicapped and frustrated because of the inability to obtain vessels at 
a cost that such a service would economically permit. The basic purpose of this 
bill is to make ships available to American operators for these domestic services 
within the Great Lakes, and for services connecting Great Lakes ports and ports 
on our coastal areas, at prices which will enable them to begin such operations 
with a reasonabl expectancy of economic success. 

Enactment of Senate Joint Resolution 93 would accomplish three purposes. 
The first of these is to provide a feeder service between Great Lakes ports so 
that the cargo to be carried in foreign commerce can be delivered to and from 
outports to the terminal ports of the ocean carriers. 

The second purpose is to provide service between the ports in the Great Lakes. 
As you know, there was formerly a large volume of commerce in so-called pack- 
age freight between Great Lakes ports. During World War II, the vessels in 
the package-freight trades on the lakes were requisitioned by the Government 
and were not available for return to the lakes at the end of that conflict. Since 
that time, the Great Lakes area has been deprived of the economies of waterborne 
transportation for general freight because of the lack of available ships. 

The third purpose of the pending legislation is to permit the reestablishment 
of trade between the coastal areas and the Great Lakes. As you know, transport 
between the Great Lakes and ports of our east and gulf coasts can be handled 
only by American-flag ships. I am informed that a substantial volume of com- 
merce could be developed between the ports on the east and gulf coasts and the 
Great Lakes. Both shippers and consignees, both on the lakes and on the 
coasts, would be given the benefit of low-cost waterborne service as well as the 
existing rail and road service which is now the sole means of carrying their com- 
modities and our to their markets. 

You will recall that when the Ship Sales Act was passed, no vessels were avail- 
able for use on the Great Lakes. In the first place, the cost of bringing the 
oceangoing vessels into the lakes was prohibitive. Secondly, the lack of a 
seaway limited the cargo opportunities for ships in the Great Lakes. As a re- 
sult, the Ship Sales Act was useless insofar as Great Lakes operators were 
concerned. You will recall that the only ships sold for use on the Great Lakes 
were six C-—4 type vessels which were sold about 1951 under special legislation. 
While certainly there was no desire or intent to treat Great Lakes operators any 
differently than other American operators, the circumstances existing up to 
the time of the expiration of the Ship Sales Act were such as to preclude Great 
Lakes operators from participating in the ship-sales program. 

The bill which is now before your committee would merely open the Shi» 
Sales Act to Great Lakes operators on a limited seale. Circumstances which 


94693—57—_—_12 





170 SALE OF SHIPS FROM RESERVE FLEET 


have arisen since the expiration of the Ship Sales Act now make it possible to 
utilize these ships on the Great Lakes. Accordingly, I think it only equitable 
and just that opportunity be given to Great Lakes operators to purchase ships 
from our laid-up fleet on substantially the same basis as ocean operators for- 
merly were able to do. 

I do not advocate the opening of the Ship Sales Act in general. But I do sug- 
gest that changing conditions resulting from the development of the new seaway 
justify giving the lake operators the opportunity to buy ships which they can 
use in their trades. May I distinguish this reopening to sell to American lake 
operators who were previously barred by circumstances from purchasing these 
ships with the suggested reopening of the Ship Sales Act which other legisla- 
tion has suggested. 

In view of the great benefits which enactment of this pending legislation will 
bring, and particularly in view of the fact that the Government will receive 
substantial amounts for the sale of the ships provided by this bill, I earnestly 
recommend to this committee approval of the legislation. 


Senator Corron. The next witness will be Mr. Kalijarvi, Deputy 
Assistant Secretary of State for Economic Affairs. I am calling him 
before I call Mr. Ford because it is my understanding that you have 
another legislative appointment immediately ? 

Mr. Kauisarvi. That is right. 

Senator Corron. We will be very glad to hear from you, Mr. Kali- 
jarvi. 

STATEMENT OF HON. THORSTEN V. KALIJARVI, ASSISTANT SEC- 

RETARY OF STATE FOR ECONOMIC AFFAIRS, ACCOMPANIED BY 


ROBERT TAYLOR MERRILL, CHIEF, SHIPPING DIVISION, DE- 
PARTMENT OF STATE 


Mr. Kanrisarvi. Senator Cotton, for the purpose of the record I am 
Thorsten V. Kalijarvi, Assistant Secretary of State for Economic 
Affairs. I have with me Captain Merrill, who is Chief of our Shipping 
Division. 

I am appearing at the invitation of the chairman to comment on 
Senate Joint Resolution 116, S. 2249, S. 2265, and S. 2378, all pro- 
posing the sale of vessels from the United States reserve fleet to foreign 
purchasers. 

In a letter dated April 23, 1957, the Department of State commented 
individually on Senate Joint Resolution 66, to authorize the sale of 
certain merchant-type vessels to India or to the citizens of India. 
This letter contained the following statement : 


The Department has received in recent years inquiries from a number of foreign 
governments regarding possible sales of reserve fleet vessels. Some of these 
inquiries appear to be soundly based, not only from the standpoint of demon- 
strated need but from that of furthering the national interests of the United 
States without detriment to the American merchant marine. Therefore, the 
Department considers that any legislation authorizing the sales of war-built 
vessels should, on the one hand, be so limited as to their number, type, and 
operational area as not to be detrimental to the interests of the United States, 
but, on the other hand, should adequately provide for such sales as are clearly 
in the national interest. 

The Department believes that consideration should be given to the development 
of legislation which would broaden the objectives of Senate Joint Resolution 66 
by making available to other friendly foreign countries, as well as to India, 
a limited number of United States vessels for operations which would not 
adversely affect the American merchant marine. 


This statement was quoted in the letter of the Department of State 
to the chairman, dated June 7, 1957, and in respect not only to Senate 
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Joint Resolution 66 but to Senate Joint Resolution 84, Senate Joint 
Resolution 90, S. 1644, and S. 2038. 

The letter of April 23, 1957, expressed the view that the bills and 
resolutions before the Congress, together with the numerous requests 
for ships which have been received by the Department but which have 
not been put in the form of bills, could only be evaluated as to their 
relative priority in the national interest if they were considered as 
a whole. The Department of State adheres to this view in connection 
with the measures now before this committee. 

The Maritime Administration, at the hearings held on June 10, 1957, 
submitted to the chairman a proposed measure which would, if enacted, 
authorize the Department of Commerce to make sales of reserve fleet 
vessels to foreign purchasers for coastwise operation, subject to the 
concurrence of the Departments of State and Defense. In my tes- 
timony at the same hearing I voiced the support of the Department of 
State for this measure, but added that in cases in proposed sales not 
subject to a coastwise restriction the Department would comment 
directly to the Congress as to the element of United States national 
interest in the proposals. 

The Department of State has been actively studying the various 
requests which have been made to it for the sale of reserve-fleet vessels, 
and which include not only those contained in resolutions and bills 
now before the Congress but others not so included. 

If the committee desires, the Department will be glad to furnish 
the results of its study to the committee when it is completed, which 
will be toward the al of July. However, the Department hopes that 
the committee may act favorably on the legislation proposed by the 
Department of Commerce. 

Senator Corron. I understand, then, that you or any spokesman 
on behalf of the Department of State would not be ready to comment 
on your feeling about sales to the nationals of different foreign 
countries before the end of July? 

Mr. Kauisarvi. Well, Mr. Chairman, we would prefer not to. We 
are prepared to give a reaction at this time if the committee so desires. 

Senator Corron. Well, of course, you may have heard, although I 
am sure that your interest is not voiced on such matters, that there 
could be lengthy debate in the Senate on matters pertaining to civil 
rights and that the time we have for acting on legislation might not 
last forever. 

{ don’t want to press you, but if you have even guarded statements 
to guide the committee in the matter of considering these individual 
bills it would be helpful to have them now. 

Mr. Karasarvi. Well, Mr. Chairman, with the reservation that we 
have the opportunity of amplifying and subject to any modification 
that might seem desirable in terms of the total perspective on this 
thing, I think I can give you at this time some general notion as to 
where we are on specific bills. 

Senator Corron. We would be very glad to have you do that. We 
would appreciate it and we would receive it. I am sure the committee 
will be glad to have you correct the record in any way and you can 
be as reserved as you feel necessary about it, but any hints that you 
could give us would be appreciated. 

Mr. Kauisarvi. Thank you very much, Mr. Chairman, 
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Mr. Baynron. Mr. Kalijarvi, you recited and quoted from your 
letter to the committee on Senate Joint Resolution 66 and some other 
bills in which the State Department indicated that they would be 
interested in having that broadened so that other friendly foreign 
countries might have the opportunity of purchasing ships. A little 
later you state in your statement that you hoped we would favorably 
consider the legislation proposed by the Department of Commerce. 

Mr. Kauisarvi. That is correct. 

Mr. Baynron. Which isa general bill. 

Mr. Karisarvi. That is right. 

Mr. Baynron. At the same time, when the Maritime Administrator 
testified on that proposal he stated in the record that he would be 
against the sale of ships and he was speaking pointedly to the sale 
of ships to transport coal to Europe. 

Mr. Karisarvi. Yes, sir. 

Mr. Baynron. So that while you are for this bill they have stated 
that they would not be for what you propose in your letter of April 
23, and I wondered if you had any comment on that. 

Mr. Kanisarvi. Well, I was taking a position on the general broad 
legislation proposed by the Maritime Administration when I testified 
before this committee. You will recall that the chairman then raised 
some questions as to where we stood on specific bills. At that time, 
without reference to the Maritime Administration’s proposal we took 
positions on the bills. 

In connection with the German and the Belgian requests, we would 
be opposed, I think, at the present time, on the basis of adequate ship- 
ping being available, as we understand, for coal, and the drop in prices, 
so that. the making of coal available abroad, which was our original 
objective when earlier we commented on the German proposal, has now 
been changed completely. 

I do not know whether that answers your question or not. 

Mr. Baynron. I think I will leave it alone. 

Senator Corron. I believe that the original Shipping Act was en- 
acted in 1946, and that as far as foreign customers were concerned, in 
purchasing these ships, their right to purchase expired in 1948. Is 
that essentially correct ? 

Mr. Katrsarvi. I understand that is correct. 

Senator Corron. It is also my understanding that some of these 
countries either were not in being or were not in a position to avail 
themselves of the privilege that that act extended. In your com- 
ments I am wondering if you will indicate whether it is the feeling of 
the State Department that in case any legislation is passed authoriz- 
ing or permitting the sale it would be just and reasonable to give some 
special opportunity to those who did not have the opportunity to avail 
themselves of the privilege before. 

Mr. Karasarvr. Well, Mr. Chairman, that is very much in our minds 
and our position with respect to Austria. The sale of vessels to Aus- 
tria is governed by that to a very large extent. The fact that Austria 
was unable to purchase vessels under the 1946 act and now seeks to 
purchase from the United States is a very persuasive argument. 

Senator Corron. Take the case of West Germany, for instance. A\- 
though it was, I assume, a political entity then, would they as a prac- 
tical matter be as much precluded in availing themselves of this priv- 
ilege as countries that were not in being or not free ? 





SALE OF SHIPS FROM RESERVE FLEET 173 


Mr. Kauiarvi. Mr. Chairman, I would think that that would not 
be the sole criterion. For example, Germany has a large merchant 
fleet now in being and Austria hasnone at all. 

Senator Corron. Thank you. 

Before you proceed, are there any questions ? 

Senator Porrer. No questions. 

Mr. Luckey. No questions. 

Mr. Bourson. Mr. Kalijarvi, are you going to comment, then, on 
several of the bills to sell ships to foreign nations at this time? 

Mr. Katisarvi. I thought I would go ) down through the otfes that 
are before the committee, as I understand it, and just give our position 
with respect to each of the bills. 

Mr. Bourson. Thank you. 

Mr. Kauisarvi. When I appeared before the committee on June 10 
the chairman raised questions as to our position on specific bills at that 
time. I would assume that we could begin after June 10 with the bills 
that have come to the committee since that time. 

Senator Corron. You mean the record already shows your specific 
position? Does the record show your position toward the bills that 
were before the committee at that time, indiv idually ? 

Mr. Karisarvi. That is right. The chairman raised the question, 
and if there is any omission we would be very glad to amplify the 
record. 

Senator Corron. My recollection was that you simply said that you 
favored a general bill rather than specific bills for each country. 

Mr. Katrsarvi. I have for gotten which Senator raised the question 
of whether any particular bill would fall within the purview of the 
general legislation which limited vessels to coastwise shipping. I took 
a position on each one of the bills then before the committee. How- 
ever, if the committee so desires 

Senator Corron. I know you are in a hurry, but if you would just 
briefly refresh our memory on that I would appreciate it. 

Mr. Kauisarvr. On Senate Joint Resolution 66, 12 Liberty ships for 
India; we favor that because it is in the coastwise trade. 

On Senate Joint Resolution 84, six Libertys to Germany, we are not 
in favor of that because it would allow unrestricted trade. The same 
position is taken with respect to Senate Joint Resolution 90. 

Senator Corron. Don’t you realize Senate Joint Resolution 84 was 
introduced by the Senator from New Hampshire, and you are a citi- 
zen of New Hampshire; don’t you think you should take that into 
consideration? [| Laughter. | 

Mr. Kanisarvti. I am glad, when you say that, you smile. [ Laughter. ] 

Senator Corron. Proceed. 

Mr. Katrsarvr. On S. 1644, to Mexico, this is not in the coastwise 
trade or would not be confined to coastwise trade, but would touch at 
other ports. We took a position in opposition to it on June 10. 

On 10 Libertys to Italy, to Trieste, we are not in favor of that be- 

‘ause the bill would allow the vessels to engage in unrestricted trade. 

Senator Corron. What number is that ? 

Mr. Katasarvi. S. 2038. 

Senator Corron. I am sorry to interrupt you. You were not in 
favor of that ? 

Mr. Katisarvi. We are not in favor of it because it is unrestricted. 

On S. 2259 
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Senator Corron. Excuse me, if I interrupt you for a second. 

Mr. Kanisarvi. Yes. 

Senator Corron. I am not trying to get you to favor any particular 
bill, but you have indicated each time that your reason was that they 
were unrestricted ? 

Mr. Kanisarvi. Yes, sir. 

Senator Corton. Is that your sole reason for the ones that you ob- 
jected to? 

Mr. Kauisarvr. No; but I think what I am trying to do is to give 
the committee our position with respect to a specific bill, and then 
with the opportunity of later developing it fuller and also within 
the perspective of the report that we are prepared to give the com- 
mittee. 

Senator Corron. But you are talking about the bill rather than the 
country involved ? 

Mr. Kauisarvi. That is precisely it; the terms of the bill. 

Senator Corron. When you state to the committee that the Depart- 
ment is inclined to oppose a bill for West Germany or a bill for 
Mexico, you say it is Genet the bill is urestricted, and you are not 


prepared yet to give any of your other reasons in these individual 
cases ? 

Mr. Katrisarvi. That is true. I think perhaps for the purpose of 
the testimony here, our support for the general legislation that has 
been presented by the Maritime Administration would indicate why 
we take the | sornetog that we do on a specific proposal. 


Senator 
mean ¢ 

Mr. Kanisarvt. It is not confined to the coastwise trading and it 
does not constitute one of the examples or one of the instances that 
we indicated we might want to take a different position on before 
the Senate. That ison a specific proposal. 

My testimony before this committee on the 10th of June was to 
the effect that we supported the general legislation recommended by 
the Maritime Administration. I also included a reservation that we 
would like to come before the committee and support specific legisla- 
tion which would not be confined to the coastwise trading for what 
seemed to be in the national interest. So, when I say “unrestricted” 
it means that we feel that the bill out to, or the request ought to, come 
within the purview of the limitation in the general legislation unless 
other factors, on which the Department has not yet completed its 
study, made it in the national interest to support it. 

Senator Corron. And, mainly, that means restricted to coastwise 
trade. 

Mr. Kanisarvi. That is right. 

Senator Lauscue. Senator, may I ask a question ? 

Senator Corron. Certainly. 

Senator Lauscuz. What position do you take on the argument of 
the proponents of this bill that the right to use ports other than those 
in Mexico here is a necessity and that they are so close by that it is 
really coastal traffic rather than international traffic that they will be 
engaged in? 

Mr. Kanisarvi. Well, I think our position on that—— 

Senator Lauscue. You see, the vessels shall not be denied the 
transit privilege of the ports of San Diego, Calif., and Brownsville, 
Tex., for transshipment of goods in and out of Mexico. 


orton. When you say “unrestricted,” just what do you 
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Now, that is the only right that they are asking beyond traveling 
along the coast of Mextiod, and they take the position that it is neces- 
sary ‘that they go into San Diego and Brownville because of its prox- 
imity to their area. 

Mr. Karisarvi. Yes, sir; but we feel that this would be a departure 
from the coastwise provision which, unless justified even more fully 
than has been justified in this case, would be a breach in the general 
approach 

Senator Lauscue. In the general principle? 

Mr. Karisarvr. Yes. 

Senator Lauscue. Am I correct in the explanation that I have given 
of the position of the proponents? I think] am. 

Mr. Luckey. I didn’t hear what you said, Senator. 

Senator Lauscur. Am I correct in the explanation I have given 
about the position of the proponents claiming that they are w ithin the 
general principle because of the peculiar physical conditions that 
prevail ? 

Mr. Luckey. Because of the free ports? 

Senator Lauscur. Yes. 

Mr, Luckey. Yes, sir. 

Senator Corron. Mr. Kalijarvi, I note that S. 2038, which is the 
bill for the benefit of Italy that you have mentioned 

Mr. Kauisarvi. Yes, sir. 

Senator Corron. That the title says to authorize the sale of 10 
merchant-type vessels to citizens of Italy for use in the intercoastal 
trade of Italy. That is in the title and I don’t observe that there is 
anything in the body of the bill that is contrary to that statement. 

Mr. Katisarvi. Our approach would be just the opposite, Senator. 
While the title expresses that, there is nothing in the bill that would 
indicate that the vessels would be confined to the coastal trade. 

Senator Corron. Now, this position that you have been mention- 
ing—I do not like to interrupt you in the middle of it, but I want to 
get a full understanding—isn’t this a reversal of the position of the 
State Department last year ? 

Mr. Kanisarvi. I don’t think so, Senator. I don’t think that we 
find a national interest involved in this picture that would justify 
departure, 

Senator Corron. Well, you said your approach on the Italian bill 
was just the reverse from mine. Let me reverse you this time. Is 
there anything contrary to the national interest, for instance, in per- 
mitting the restricted use of vessels to export American coal to Ger- 
many when they can’t bring back anything ¢ 

Mr. Kauisarvi. No, I shouldn’t think so, Mr. Chairman; but we are 

very much aware of the limited number of vessels which might be 
made available. The question of priorities, the different purposes to 
be served, and the obligation to choose among the many requests in 
order to bring about the most effective use of ‘the vessels, in terms of 
the national interest, are the important factors. The German request 
has not been presented with any compelling argument which would 
put it in the first priority of requests from the standpoint of the in- 
terests of the United States. 

Senator Corron. Well, in other words, if from out of the entire 
fleet it should be determined—I did not say it would be determined ; 
it is my understanding that the Maritime Administration has a con- 
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trary opinion—that we could spare 25 or 30 to 35 ships, it would be 
your position that they ought to be sold to other nations for coastwise 
trade even though if some of them were sold to export coal from this 
country to Western Europe, either to Belgium or to West Germany, 
it would be of distinct benefit to the coal employment and the prosper- 
ity of the coal areas; is that correct ? 

Mr. Kauisarvi. No, sir. The difficulty here, again I repeat, and I 
don’t want to become monotonous on it, Senator, but it seems to me 
that the question of what we have to do here is to assess what we have 
available to us in terms of the number of vessels which might be 
sold, analyze the many requests that have been made to us, and decide 
upon an allocation of vessels that will result in the greatest benefit to 
the interests of the United States. 

Now, with respect to these coal vessels we found quite a different sit- 
uation a year ago when the availability of coal abroad seemed to be 
a very important thing for us from the national standpoint, national 
interest standpoint. That has disappeared now; there is no difficulty 
in securing the transportation, there is a drop in the rates, so that 
the problem of securing coal abroad has to a very large extent dis- 
appeared. But that is quite different from assessing the national 
domestic situation. 

Senator Corron. I understand that your appointment with the 
Foreign Relations Committee is 11 o’clock. 

Mr. Kauisarvi. That is correct. 

Senator Corron. Counsel would like to propound one point to 
vou, and we won’t interrupt you again and you will be able to leave. 
Interrupt your own statement to leave, if you desire. 

Mr. Baynton. Well, Mr. Chairman, the only point I wanted to 
make was in the State Department’s letter of July 24, 1956, signed by 
Robert C. Hill, Assistant Secretary. They are commenting on 84th 
Congress, Senate Joint Resolution 190, which would authorize the 
Secretary of Commerce to sell certain coal-burning vessels to the 
citizens of the Federal Republic of Germany. The State Depart- 
ment said : 

The Department of State favors measures which would increase the export 
of important American commodities, such as coal, to other countries, including 
those of Western Europe. In addition, the Department is interested in promoting 
the economic well-being of Western Europe. 

In other words, the letter at the time was favorable to that legis- 
lation with the suggestion that the resolution—the committee should 
consider whether it should be amended to allow open bidding by ap- 
proved purchasers on ships to transport coal. And in the letter the 
State Department made the statement the current need for coal in 
Western Europe is not expected to be of short-run duration. So, 
I presume we gather from your testimony that that was a bad fore- 
cast last year, that the coal situation has improved so much that the 
State Department no longer favors this legislation ? 

Mr. Katisarvt. Well, the letter stands as a matter of record. 

Senator Corron. Would it be convenient, possibly some time this 
afternoon after you have completed your engagement with the Foreign 
Relations Committee, that you might possibly give us some more 
time? 

Mr. Kauisarvr. I would be glad to. 
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If the committee would bear with me for one moment I might run 
down through this list——— 

Senator Corron. We will not mterrupt you at all. 

Mr. Katrisarvi. Then you will have it available to you, and I am at 
the committee’s service. 

On 8S. 2249-——— 

Senator Corron. That isthe Austrian bill? 

Mr. Kauisarvi. That is the Austrian bill. The Department con- 
siders this proposal to have high priority in the national interest of the 
United States. 

Austria only recently gained its independence, it is oriented strongly 
to the West, it is important to afford it an outlet to the sea through 
Italy. Austria proposes to base the eight ships on Trieste, which 
will help to relieve a local situation with respect to that area. The 
restrictions assumed by the Austrians will be adequate to safeguard 
American shipping. 

Senate Joint Resolution 116. 

Senator Lauscusn. You approve 2249 ? 

Mr. Karisarvi. Yes, sir. 

Senate Joint Resolution 116, 10 Libertys and 20 Victorys for unre- 
stricted sale to the Philippines. The Department is unable to see how 
the island trade could support these. The five smaller vessels sold to 
the Philippines were granted regional trading limits, but the requested 
vessels would presumably operate worldwide. The inclusion of the 
Victorys would indicate liner service. 

Senator Lauscur. I don’t hear you. Are you approving—— 

Mr. Katisarvi. No; we are opposed to this. 

On S. 2265, 4 Libertys, 4 Victorys, 2 C1-M-—AV-1’s to Uruguay for 
South American service, the Department is unable to perceive suffi- 
cient United States national interest in this proposal to warrant its 
support. 

On S. 2378, the Department—this is five Libertys to Belgium, re- 
stricted to the carriage of anthracite coal from Philadelphia—the De- 
partment could see the element of national interest if this proposal 
insured increased sale of United States coal to Europe through lower 
rates or otherwise. Nothing in the bill indicates such a result. There 
is presently no shortage of ships for carrying coal to Europe. Coal 
rates, in fact, are abnormally low. 

Mr. Baynton. What is your position on that bill, please ? 

Mr. Kauisarvi. We are opposed. 

Senator Corron. Why do we not leave it this way? The counsel of 
the committee felt there might be a few other matters. Can we com- 
municate with your office if we find out we would like you to return 
this afternoon, if in the meantime you have completed your engage- 
ment with the Foreign Relations Committee ? 

Mr. Kautsarvi. Yes, sir; and, Mr. Chairman, in case I am unable 
to meet the committee’s wishes at that time, Captain Merrill, I am 
sure, will be glad to fill in so that the committee will have a witness. 

Senator Corron. Thank you. 

Mr. Karisarvi. I am informed, Mr. Chairman, that the Foreign 
Relations Committee has 20 minutes more before it can reach me, if 
you wish to goon. 

Senator Corron. They have called for you already. 
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Mr. Kauisarvi. Thank you very much. 

Senator Corron. The next witness is Admiral Ford, Deputy Admin- 
istrator, United States Maritime Administration. 

Senator Porrer. Mr. Chairman, I wonder if I could submit for the 
record a statement by Mr. Mark T. McKee that he wished to make on 
S. 93. He planned on being here, but he had to be in New York so 
he wished that statement submitted for the record. 

Senator Corron. Mr. Mark T. McKee, executive vice president of 
Wisconsin & Michigan Steamship Co., which operates vessels in com- 
mon-carrier service on Lake Michigan ? 

Senator Porrer. That is right. 

Senator Corron. We will be glad to have that for the record, and 
it will be included at this point in the record. 

(The statement of Mr. McKee is as follows :) 


STATEMENT OF MarK T. McKee, Executive Vick PRESIDENT, WISCONSIN & 
MICHIGAN STEAMSHIP Co. 


Mr. Chairman, my name is Mark T. McKee. I am executive vice president of 
Wisconsin & Michigan Steamship Co. which operates vessels in common-carrier 
service on Lake Michigan. 

At the present time we operate between Muskegon and Milwaukee and have 
operating rights to and from other Great Lakes ports. I appear today to urge 
the enactment of Senate Joint Resolution 93, as I believe that legislation of this 
kind is necessary if we are to revive general freight and passenger service on the 
Great Lakes. 

Prior to World War II the carriage of freight and passengers on the Great 
Lakes was a thriving business employing numerous ships. These ships were 
requisitioned by the Government during the war for general war purposes. At 
the end of the war these vessels were lost to us. 

The low earnings then available in the trade and the high cost of shipbuilding 
made it economically unfeasible for operators to reestablish their freight and 
passenger services. What little service was revived was soon discontinued. 

At the time of the enactment of the Ship Sales Act, vessels were available 
for sale to American and foreign shipowners at reasonable prices. These were 
the vessels which had been built by the Government during the war for use or 
the oceans. Unfortunately, the cost and difficulties of bringing them into the 
lakes, plus the low earnings to be expected in their operations, discouraged po- 
tential Great Lakes operators from purchases. 

Most important, while the Ship Sales Act provided that vessels could be 
“reconverted” for ocean use and an allowance given against the purchase price 
for the cost of such reconversion, the Maritime Administration ruled that such 
allowance could not be given for “conversion” for use on the Great Lakes. 

The result of this interpretation was that the cost of such vessels to Great 
Lakes operators for use in the Great Lakes trades would have been substantially 
higher than to ocean operators. 

In 1950, Congress attempted to revive the Great Lakes trade by permitting 
allowances for conversion to Great Lakes use. At the time that this legislation 
became effective, however, the demand for ore carriers were so great that the 
Navy was willing to release ships for Great Lakes purposes only on condition 
that they be converted to bulk carriers. 

Accordingly, while 6 vessels were sold under this legislation, only 1 entered the 
passenger and freight trades. Except for that vessel, not one single package 
freight or passenger ship has been built or converted for operation on the Great 
Lakes since World War II. 

With the development of the seaway, great interest has been revived in water- 
born freight and passenger service on the lakes. We believe that there is now 
a reasonable chance that we can redevelop the formerly existing trades and 
thus serve the industries and consumers of the States bordering the lakes. 

Substantial port improvements, deepening of connecting channels, and growing 
realization by shippers of the savings to be obtained through water transport 
leads us to believe that there is a reasonable possibility that we would be able 
to operate vessels in the freight and passenger trades if our capital costs of 
acquiring such vessels were not prohibitive. 
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To build new vessels for this trade would be impossible. In the first place, 
the shipbuilding cost for vessels of the kind required probably would exceed 
$400 per deadweight ton. Secondly, under present shipyard conditions, new ves- 
sels could not be delivered until 1960. 

Most important, the uncertainties of this trade would prohibit financing of 
high cost new vessels. We must, therefore, seek to purchase old vessels which 
can be adapted for use in the Great Lakes trades. 

Ships in the Government’s laid-up fleet can readily be converted for Great 
Lakes use. The Maritime Administration has well over a thousand of these 
ships laying idle since the war and maintained at a considerable annual expense. 

My company wishes to purchase one or more of these vessels, have it repaired 
and put in operating condition, and have it converted for use in the Great Lakes 
trades. Enactment of the present bill is required if this objective is to be at- 
tained. 

This bill provides for the sale to Great Lakes operators, such as ourselves, of 
these vessels at not less than the basic price established by the Ship Sales Act 
of 1946, less depreciation since its expiration date. American operators engaged 
in the foreign and domestic ocean trades were able to purchase vessels under 
that legislation. 

Foreign shipowners were able to purchase for foreign-flag operation over a 
thousand vessels at similar prices. But, as I previously mentioned, economic 
conditions at that time and the Maritime Administration’s interpretation re- 
garding no allowance for conversion for Great Lakes use, made it unfeasible for 
lake operators to do so. 

What we seek is that through this bill Congress extend to Great Lakes oper- 
ators for a limited time and for a limited number of vessels the same privilege 
of purchase that was previously accorded to Americans and foreigners but was 
not, for practical economic reasons, then available to Great Lakes operators. 

Enactment of this legislation and the revival of Great Lakes trades as a 
result thereof will give many desirable results. These ships will give the bene- 
on of low cost water transportation to shippers and consumers in the Great Lakes 

tates. 

Imployment will be provided for seamen and shore operating organizations. 
Maintenance and repair work will be provided for Great Lakes shipyards and 
their workers. Most important of all, all of these advantages will be possible 
without any cost to the taxpayer. 

As a matter of fact, this is one situation where the Government will be put 
in pocket by the substantial amounts received from the sale of ships which other- 
wise would be uselessly maintained in laid-up status. 


Senator Porrer. I would like to make this additional statement. 
Congressman Blatnik called me 

Senator Corron. We have already received his statement and it 
is inserted in the record. 

Senator Porrer. Fine; because he wanted to be here himself to 
testify on the bill, but a previous engagement with a committee pre- 
vented him from doing that. I am glad that you have that. Your 
usual courtesy to allow me to sit with the committee for this period of 
time is appreciated and I assure you I shall return. 

Senator Corron. It is a great pleasure to have you with us, Senator, 
and we will have in mind the needs of the Great Lakes, 


Admiral Ford. 


STATEMENT OF WALTER C. FORD, DEPUTY MARITIME ADMINIS- 
TRATOR, DEPARTMENT OF COMMERCE AND THE MARITIME 
ADMINISTRATION; ACCOMPANIED BY E. J. ACKERSON, ASSIST- 
ANT GENERAL COUNSEL, UNITED STATES MARITIME ADMIN- 
ISTRATION 


Mr. Forp. Mr. Chairman, I have several statements. If you would 
like, I would first take up the additional foreign-sales bills that have 
been introduced since Mr. Morse testified on June 10. 
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These bills are Senate Joint Resolution 66, India; Senate Joint 
Resolution 84, Federal Republic of Germany; Senate Joint Resolu- 
tion 90, Federal Republic of Germany; Senate 1644, Mexico; and 
S. 2038, Italy. 

The subcommittee has for consideration today additional bills to 
sell vessels foreign—S, 2249 (Austria), S. 2265 (Uruguay), S. 2378 
(Belgium), and Senate Joint Resolution 116 (Philippines). 

On June 10, we opposed the enactment of separate bills to sell 
ships to foreign nations and recommended that, if the committee con- 
sidered favorably any such legislation, it should take the form of a 
general bill. 

Summarized, the general bill, a draft of which was submitted, 
would authorize the Secretary of Commerce to sell war-built vessels 
to friendly nations and citizens thereof, if the use of the vessels in 
the merchant marine of the applicant nation would contribute to 
the economy of that nation and if the use of the vessel after the trans- 
fer would be limited to domestic coastwise operation in the country of 
the purchaser. 

No vessel should be sold if contrary to our statutes otherwise ap- 
plicable to selling vessels or transferring vessels foreign, or if reten- 
tion of the ship is necessary for defense purposes, or for maintenance 
of the American merchant marine. 

With respect to pricing the vessels, the price should be determined 
by the Secretary of Commerce as at the time of application and 
should be paid in full at the time of the completion of the transfer, 
except in special circumstances as determined by the Secretary of 
Commerce. The price would be based on the world market value, 
reduced only in consideration of limitations on the use after trans- 
fer, and in no case would the price be less than the sales price of 
January 15, 1951, under the Merchant Ship Sales Act of 1946. The 
sale would be on an as-is, where-is basis, with delivery in the United 
States. 

Vessels transferring would be required to comply with the limited- 
use restrictions, and during war or national emergency would be made 
available to the United States, with compensation to be made as if 
the vessel were requisitioned from a citizen of the United States. 

The additional bills to sell vessels foreign include the following: 

S. 2249: To authorize the sale of a certain number of merchant-type 
vessels to Austrian citizens for use in the trade of Austria. 

The bill would authorize the sale by the Secretary of Commerce to 
citizens of Austria within 12 months from the date of enactment of 
the measure, on an as-is, where-is basis, of not more than 8 Liberty-type 
vessels. The use of the vessels after transfer would not be permitted in 
any liner trade, or in any trade, in or out with United States ports, ex- 
cept for the carriage of bulk cargo to the port of Trieste, or any other 
Mediterranean port. The price would be determined under the pro- 
visions of the Merchant Ship: Sales Act of 1946, as amended, with 
downpayment of 25 percent of the price and interest on unpaid bal- 
ances of 314 percent per annum. 

S. 2265: To authorize the sale of a certain number of merchant-type 
vessels to citizens of, or the Government of, Uruguay for the coastwise 
trade of South America or for certain other services not competitive 
with United States-flag ships. 
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The bill would authorize sale to the Government of Uruguay or 
citizens thereof by the Secretary of Commerce within 12 months from 
the date of enactment of the measure, on an as-is, where-is basis, of not 
more than 4 Liberty-type vesels, 2 Victory-type vessels, and 2 coastal- 
cargo-type vessels—or such number of the same type vessels not to ex- 
ceed the total tonnage equivalent thereof—for use in the coastal service 
of South America, or in such other service that is not competitive with 
vessels registered under the laws and flag of the United States. The 
price would be determined by the Maritime Administrator on the rea- 
sonable fair market value, considering age and condition and limited 
field of operation, but such price shall not exceed the price under the 
Merchant Ship Sales Act of 1946. Downpayment would be 25 percent 
of the price, with interest on unpaid balances at 314 percent per annum. 
Class repair work would be required to be done in United States yards. 
Vessels sold would be made subject to requisition by the United States 
as if owned by United States citizens. 

S. 2378: To authorize the sale of five Liberty-type vessels to Belgium 
or its citizens for use in the exportation of anthracite coal from Phil- 
adelphia to ports in Belgium and the Netherlands. 

The bill would authorize the sale to the Government of Belgium 
or citizens of Belgium by the Secretary of Commerce, within 12 months 
from the date of enactment of the measure, of not more than 5 Liberty- 
type vessels for use only—except upon permission from the Secretary 
of Commerce—in the export of anthracite coal from the port of Phila- 
delphia to ports in Belgium and the Netherlands and return. The 
prices would be determined under section 3 of the Merchant Ship 
Sales Act, as amended, as is, where is, with 25 percent downpayment 
and interest as fixed after consultation with the National Advisory 
Council on International Monetary and Fiscal Problems. 

Senate Joint Resolution 116: To authorize the sale of a certain num- 
ber of merchant-type vessels to the Government of the Republic of the 
Philippines or to citizens of the Philippines. . 

The joint resolution would authorize the sale to the Government of 
the Republic of the Philippines or to citizens of the Philippines by 
the Secretary of Commerce, within 12 months from the date of enact- 
ment, of the measure, of not more than 30 vessels—10 Liberty ships, 
10 AP-2’s and 10 AP-3’s—without limitation on use after sale. The 
prices would be determined by the Maritime Administrator to repre- 
sent the reasonable fair market value of the ships, considering age and 
condition and limited field of operation, but such price shall not ex- 
ceed the prices under the Merchant Ship Sales Act of 1946. Down- 
payment would be 25 percent of the price, with interest on unpaid bal- 
ances at 314 percent per annum. 

The Department does not recommend enactment of any of the above- 
named bills, but recommends that consideration be given by your com- 
mittee to enactment of genera] legislation as heretofore proposed. 

Senator Lauscue. That is, the Department still takes the position 
that if these ships are to be sold it should be under one general law 
with rules and conditions applicable to all on the same basis? 

Mr. Forp. Yes, sir. 

Senator Lauscue. And that in the determination whether the sale 
ought to be made it ought to be done by the Department under a gen- 
eral principle? 

Mr. Forp. Yes, sir. 
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Senator Lauscue. Applicable to all? 

Mr. Forp. Yes, sir. 

Mr. Bourson. But only for coastwise trade in the country con- 
cerned ? . 

Mr. Forp. For coastwise trade in the country concerned. 

Senator Corron. Admiral, may I ask you your reaction to 1 or 2 
suggestions ¢ 

Yah speaking as only one member of the committee. I do not think 
we need to waste too much time discussing the passing of separate 
bills—it is my impression that any bill passed ought to be a general 
bill setting up criteria. But suppose a general bill were passed which 
included certain criteria as follows: 

(1) Priority to countries who did not have an opportunity under 
the original National Ship Sales Act—— 

Mr. Forp. Excuse me, Mr. Chairman, would that be for interna- 
tional trade or for coastwise trade? 

Senator Corton. It might include international trade with restric- 
tions. 

Mr. Forp. We would be opposed to that on the basis generally that 
this would introduce additional foreign-flag competition with the 
American merchant marine, and we don’t feel that we would be in a 
position to make a determination as to who should be favored and who 
shouldn’t in these instances. 

Senator Corron. That is, you would only consider that provision 
as being proper if it were restricted to coastwise trade ? 

Mr. Forp. Yes, sir. 

Senator Corron. Now, 1 or 2 other suggestions. 

Also, priority to those seeking coal burners that have not been con- 
verted to oil; also, that consultation be had with State and Defense 
Departments before any sale—— 

Mr. Forp. That was proposed in our bill, sir. 

Senator Corron. Also, that in addition to the purchase price there 
should be a condition that any reconditioning of the ships for the trade 
should be done in United States shipyards. And the last provision is 
the same as suggested in your bill. 

Now, I would like comments on the possibility of such a bill, with 
your restrictions plus the restrictions that I have outlined. 

Senator Lauscne. Senator, might I suggest that you mention them 
one at a time, at least, for my ability to follow. He disposed of one. 
Now, what is the second one ? 

Senator Cotton. He disposed of the one about priorities to coun- 
tries that did not have an opportunity under the original Ship Sales 
Act. Now, the next one that I suggested was priority to those seek- 
ing coal burners, the old coal burners. 

Mr. Forp. The old coal burners still have some value and, of course, 
it is always possible to convert the coal burners to oil burners. I think 
that the selection of ships for sale should be at the discretion of the 
Maritime Administration rather than the discretion of the country 
seeking the ships. 

Senator Corron. Is any maintenance being done on these coal burn- 
ers? 

Mr. Forp. Yes, sir; the same degree of maintenance that is given 
the other ships. They are in a state of preservation. 
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Senator Corron. And the average cost is about $3,500 a year to 
keep them? 

Mr. Forp. That is right, sir. 

Senator Corron. And how much would it cost, approximately, to 
convert them into oil burners ? 

Mr. Forp. Well, that would vary, sir. I do not have that exact fig- 
ure. It would not be too difficult. For instance, I would think 
that—— 

Senator Corron. By “difficult,” you mean it would not be too ex- 
pensive ? 

Mr. Forp. That is right, sir; nor difficult. I would think that the 
boilers themselves could be converted to oil-burning ones at nominal 
expense. 

Senator Corron. Well, I am a New England Yankee, and to me the 
word “difficult” resolves itself into how much does anything cost. 
Would it be possible to furnish the committee with some estimate of 
the probable cost of converting these ? 

Mr. Forp. Well, as I stated, sir, it would depend on the use to which 
they were to be put. There are a number of ways of converting these. 
They could be re-engined, as we have in some of our Liberty ships at 
the cost of about a million dollars, and I would think that they could 
be converted to oil-burning Libertys at less than a half a million dol- 
lars, as a rough guess. 

Senator Corron. You mean per ship ? 

Mr. Forp. Per ship. 

Senator Corron. That brings the price up fairly well if they were 
converted. 

Mr. Forp. Yes, sir; that would bring the price up, although to re- 
commission a Liberty ship at the present time, just to place it back in 
operable condition, costs about $200,000. 

Senator Corron. Forgetting for the moment the element of national 
defense, and talking about price only—it is quite clear to me that the 
Maritime Commission is not favorable to disposing of any ships, and 
we have not yet heard from the Defense Department about the na- 
tional defense—if these coal-burning ships, if they were sold at ap- 
proximately the price contemplated under the Ship Sales Act rather 
than the going price today, with the provision that their recondition- 
ing should be done in American shipyards, would it be very bad busi- 
ness to get rid of these ships under these conditions ? 

Mr. Forp. I think you also mentioned reducing the sales price by 
the cost of reconditioning. 

Senator Corron. No; if they were sold at the floor price of the Ship 
Sales Act with the condition that their reconditioning or converting 
should be done in American shipyards. 

Mr. Forp. That could be said of the entire reserve fleet, sir. It 
depends on how bad you want to get rid of the ships in the reserve 
fleet. These hulls are just as good as any other hulls of Liberty ships 
in the reserve fleet. It is true that it costs a bit more to convert them 
if they choose to convert them to oil burners, but they are still just as 
valuable as a reserve as the oil-burning Libertys in the reserve fleets. 
The engines are the same; only the boilers are different. 

Senator Corron. Can you get American crews to operate these coal 
burners in time of peace for merchant trade ? 

Mr. Forp. I think it might be difficult to train coal-burning crews 
in any instance, but it could be done. 
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Mr. Lucxry. Admiral, since 1946 under the present Merchant Ma- 
rine Act, when tonnage is short and American operators have the right 
to go in and charter vessels from the Maritime Administration reserve 
fleet, have any American operators come in and chartered any coal 
burners or requested to charter any coal burners ? 

Mr. Forp. No; from an operational point of view they are the least 
desirable. 

Mr. Luckey. No one has come in and asked for these ships at all ? 

Mr. Forp. No, sir. 

Senator Lauscusz. May I ask a question? 

Senator Corron. Certainly, Senator. 

Senator Lauscuy. Now, then, with respect to the sale of these coal 
burners, would you have applicable to all ships the restricted use to 
which they may be put ¢ 

Mr. Forp. Yes, sir. 

Senator Lauscue. Would that general principle also apply to the 
coal burners if they were sold ¢ 

Mr. Forp. Yes, sir. Coal burner would be just as much competition 
for a ship on the high seas as an oil burner. 

Senator Lauscnre. And the position of your Commission is that 
general principle is essential as a condition before these ships might 
he sold 2 

Mr. Forp. Yes, sir. 

Senator Corron. Now, going on to the next suggestion, that was 
consultation with State and Defense Departments. That was already 
in your bill, so that that would meet with your approval if any bill 
were passed. 

Mr. Forp. Yes, sir. 

Senator Corron. You have the requirement of reconditioning in 
United States shipyards. What comment would you have on that? 

Mr. Forp. The only comment I would have on that is that it would 
cost the purchaser more, and we certainly would have no objection to 
including such a provision. Our shipyards are probably more in 
need of work than the foreign shipyards at the present time. 

Senator Corron. Well, you would be certainly as much interested 
in protecting our shipyards from competition as you are in protecting 
our merchant marine ? 

Mr. Forp. Yes, sir; equally. 

Senator Corton. Now just one more question. I understand the 
Commission, as a matter of policy, is unequivocably and unalterably 

opposed to disposing of any of this reserve fleet ; is that correct ? 

Mr. Forp. That is not totally correct, sir. We oppose the sale of 
ships from the reserve fleet for two reasons: F irst, we do not want to 
sell ships at bargain prices to compete with American shipping which 
we are now subsidizing. Secondly, the reserve fleet is necessary to 
our national defense and we wouldn’t want to completely deplete it 
in order to further the foreign competition which we now feel these 
ships would offer. 

Senator Corron. Did I understand you to say “completely depleted,” 
or just depleted ? 

Mr. Forp. I may have said “completely”; I mean depleted to a 
great extent. 
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There is an indicated shortage in our mobilization plans of cargo 
ships, and our reserve fleet is made up primarily of cargo ships. 

Senator Corron. You testified, or Mr. Morse testified, on the same 
point before, but the fleet was about how many ? 

Mr. Forp. It is slightly less than 2,000, and slightly less than 1,500 
of those ships are Liberty ships. I might comment to that point that 
in the sales, particularly the foreign sales, the discretion of any sales 
should be left to the Maritime Administration. I notice some of the 
bills specify, among other things, the two ships we just spent several 
million dollars reconverting to faster type experimental ships. We 
would certainly choose the least desirable Liberty ships in any sales. 

Mr. Luckey. Which bill? 

Mr. Forp. That is the Philippine bill. That is also true in the 
case of the sale of Victory ships. Victory ships are as fast as any of 
the ships we now have in our current fleet and would certainly be 
essential in case of mobilization. 

Senator Corron. Admiral, there were about 92 Liberty ships in the 
fleet that required a high repair and reactivation expense; is that 
true? 

Mr. Forp. There were about 100 ships which we felt were marginal 
so far as operations were concerned. We have been discussing with 
the Department of Defense for several years the desirability of 
disposing of those ships which are in that particular state. Up to 
date I believe there are about 25 ships which have been and are being 
scrapped, and we are continuously reviewing this list. We have just 
submitted another list to the Navy Department and we are waiting 
fora reply. 

Senator Corron. The chart in the maritime report, in appendix 
B, shows 92 Liberty ships requiring high repair and reactivation 
expense. Those are the ones that you refer to ? 

Mr. Forp. That is right, sir. 

Senator Corron. And 25 of those have been junked ? 

Mr. Forpv. Well, 25 ships—I don’t know how many of these partic- 
ular ships, probably in the neighborhood of 12 to 14. Some of the 
ships we scrapped were old transports. 

Senator Corron. And then it shows 845 Liberty ships requiring 
reactivation repairs. On the average, how much would that cost? 

Mr. Forp. Well, at today’s cost that would be around $200,000 per 
Liberty ship. 

Senator Corron. What is the life of these ships? 

Mr. Forp. That is a little difficult of determination. It depends 
upon the condition of the ship and its use. I know Mr. Morse testified 
that it is 20 years; that is the life that is used for tax purposes, it is 
the life that is used for subsidy purposes. I believe that a good number 
of these ships are in just about as good condition as when they were 
placed in the reserve fleet and they have a lot of life left in them. 
Just how much it is hard to say, but they are in a pretty good state of 
preservation and they are not being worn out. 

Senator Corron. There are 440 Liberty ships returned since Korean 
emergency requiring minimum reactivation repair. 

Mr. Forp. That is right, sir. 

Senator Corron. Without taking into consideration for the moment 
the fact of competition with the American merchant marine, would 
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it not be pretty good business if some of those 92 ships, or whatever 
the number is that require a high amount of repair, were put into use 
somewhere to realize something on them rather than pay $3,500 a year 
to keep them around ? 

Mr. Forp. Not if by selling them we are going to increase our com- 
petition, increase our subsidy costs, and 

Senator Corron. Perhaps there is no such hypothetical question that 
can be answered, but if i were disposed of so that there was no 
element of competition with American merchant marine would it not 
be good business to get rid of those poorer ships that require higher 
cost of repair, and realize something on them rather than keep them 
lying around? 

Mr. Forp. That would be the ideal situation; if we could place the 
entire reserve fleet in operation and have it available to the United 
States in an emergency. This would be what we would want, but that 
is not possible, so you have to pick and choose as to where you dispose 
of these ships, who is going to operate them, and what competition 
they are going to afford your current merchant marine. 

Senator Corron. And is it the opinion of the Maritime Adminis- 
tration that there are any places anywhere in the world or any uses 
that any of these ships could be put to that would not be in some way 
in competition with the American merchant marine ? 

Mr. Forp. There might be isolated cases, but even with the restric- 
tions which we proposed we know that these ships will be operated in 
the coastwise trade and they will release other vessels to compete 
in the international trade, 

Senator Corron. So that if this committee reported and the Con- 
gress passed the bill in the form exactly as suggested by the Maritime 
Administration it would not result in the sale of one single ship; 
would it? 

Mr. Forp. I couldn’t answer that, sir. I think it would, if the 
es are genuinely seeking ships and they are not looking for 

argain-basement prices; yes. But this is the bargain basement for 
ships—the reserve fleet. These ships are available on the world 
market. A Liberty ship on the world market today is selling for 
$1,100,000. They propose, some of these proposals propose, buying 
them for $280,000. That is a pretty good bargain. 

Senator Corron. But that price that you mentioned is without 
restriction ? 

Mr. Forp. That price is without restriction. With restrictions it 
is about $750,000. 

Senator Corron. Well, now, just to get back to the point, I gathered 
that your two main objections to disposal of ships are the possible 
danger to our national defense policy and competition with our own 
subsidized merchant marine. 

Mr. Forp. That is right, sir. 

Senator Corron. Now, let us confine ourselves to that second point. 
If we pass the bill exactly as suggested by the Maritime Administra- 
tion, where would you sell these ships and where would they go that 
they wouldn’t be in competition with the American merchant marine? 

Mr. Forp. Well, I think I previously stated that in some instances 
such as the coastwise trade of India it is possible that they would oper- 
ate in areas where there is no shipping, where they would not release 
other ships. But that even with the bill as we proposed it, this is our 
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compromise for those people who genuinely need ships for their coast- 
wise trade. The price we have offered is less than the world market 
price at which they can buy the ships. We think it is a happy com- 
promise. It is not one that we are completely sold on, but we have tried 
to go as far as we can to promote this thing with our friends and 
allies. 

Senator Corron. But regardless of price, if you got all that you 
wanted for them, what I am interested in is, would you sell any, and if 
so, where would they go that they wouldn’t compete with us? You 
have mentioned the possibility of India. Is there anywhere else? 

Mr. Forp. Well, I can’t say offhand without reviewing the use of 
each ship in detail where they’d operate, where they would release 
another ship in competition. That is practically impossible for an off- 
the-cuff answer. It is possible that these ships could be operated where 
they wouldn’t compete. 

Senator Lauscue. May I ask a question? Does any one of the bills 
that we have under consideration confine its activities, coastalwise ? 

Senator Corron. The bill for India, I believe. 

Senator Lauscuer. That is the only one. 

Senator Brexe. I think there are others, Senator Lausche, that do 
likewise confine to coastal trade. I know the Mexican one does. 

Senator Lauscue. We discussed the Mexican bill a moment ago, and 
the State Department takes the position that it doesn’t. I think you 
and I discussed it. The circumstances are of a character where they 
wanted to use San Diego. 

Senator Brstz. San Diego and Brownsville, I think they come into 
free ports. 

Senator Corron. It is now opened up to general questioning and I 
certainly want you to come up here and be chairman of your committee, 
Senator Bible. 

Senator Bratz. I have no doubt, but you have been doing an able 
job and I am very sorry I was late. 

Mr. Forp. I believe, with regard to the Mexican bill, that these ships 
would be duplicating a service which is now performed by United 
States-flag vessels. Even though it is coastwise it touches on the 
United States. 

Senator Corron. I will save your coming up, Senator. We are about 
to have the rollcall vote on the treaty downstairs. We will have to be 
in recess until we vote. 

(Whereupon a short recess was taken.) 

Senator Braise. The meeting will come to order. 

It is the Chair’s intention to continue until about 12:20 and stand 
in recess until 2:30, so those of you who are listed as witnesses might 
govern yourselves accordingly. 

Admiral Ford, when we were interrupted by the call to go to the 
floor of the Senate, you were testifying as to this Mexican bill, and I 
understood you to say—you probably have covered it in earlier testi- 
mony when it was impossible for me to be here—it was not considered 
to be coastwise trade because Mexican vessels came to 2 free ports in 
the United States, 1 in San Diego and 1 in Brownsville, Tex. 

Mr. Forp. Which would be otherwise serviced by United States-flag 
ae and therefore we would be selling them ships to compete in this 
trade. 

Senator Brste. Are there American lines plying the coast of Mexico 
at the present time in coastwise trade? 
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Mr. Forp. From the gulf ports to Mexico and from Mexico to the 
west coast. 

Senator Bratz. Based on that, it is Maritime’s position that would 
not meet that particular criteria of coastwise trade? 

Mr. Forp. Yes, sir. 

Senator Brste. As I recall testimony on the Mexican bills, it went 
something to the effect that there was simply no port available. For 
instance, at San Diego, they unloaded and they carried cargo into 
Mexico for dispersal, but that still is considered as being in interna- 
tional trade? 

Mr. Forp. Yes. 

Senator Brete. Then, if I understand the position of the Adminis- 
tration correctly, and I think I do, if this general legislation was en- 
acted as proposed by Maritime Administration and those interested 
in the coastwise trade of Mexico came before the Administration, the 
answer from the Administration would be “No” on that question. 
Would that be a correct statement ? 

Mr. Forp. Yes, sir. 

Senator Bratz. Thank you very much. I just wanted to clear up 
that one point. You may have covered it earlier, Admiral. 

Senator Lausche, I know you had some questions just prior to the 
recess. 

Senator Lauscue. It is my opinion that this deluge of bills is the 
consequence of the fact that the price on the world market of ships of 
this type is now high and it is believed that these ships can be bought 
at floor prices which will provide a great savings for the contemplated 
purchasers. What is your view of that statement? 

Mr. Forp. I believe that is xbsolutely correct. 

Senator Lauscue. Now, the bills which are pending before us, are 
you sufficiently familiar with them to be able to tell whether there is 
a uniformity of formula in fixing the price or whether they vary ina 
substantial degree ? 

Mr. Forp. In general, the proposal is that they buy them at the ship 
sales price depreciated to date. In the case of a Liberty ship, the floor 
price is $544,000; depreciated it is $283,000. In the world market, a 
Liberty ship costs $1,100,000; in restricted world market, that is, for- 
eign flag with restrictions, $850,000; and the same ship sells in the 
American market, the domestic market, for $750,000. 

Senator Lauscue. Now, then, based upon the market in the world of 
these ships, is the formula for the fixing of the price under the exist- 
ing law sound in your opinion? In other words, do you have any 
discretion 

Mr. Forv. There is no existing law. 

Senator Lauscue. There is no existing law? 

Mr. Forv. Yes, sir; that was based on the law which expired in 
1951 for United States, in 1949 for foreign sales, and that is the basis 
on which they are pricing the sale of these ships, but there is no law 
which now authorizes them sold at this price. In the instance of the 
ships which have been sold by special laws since that time, they have 
been sold on this basis. 

Senator Lauscne. Does it make it mandatory they be sold at their 
floor prices or do you have any discretion ? 

Mr. Forp. There is no requirement now whatsoever. We are not 
selling ships. We have no authority to sell ships. 
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Senator Lauscue. If that law were in effect now, would it be man- 
datory that you sell at floor prices? 

Mr, Forp, Yes, sir, it would; but our proposal is to sell at the re- 
stricted world market price, which is realistic. This is the price we 
would pay for traded-in vessels into the reserve fleet for vessels of this 
type—Liberty, Victory, C-2 type vessels. If they were traded in to- 
day by a United States operator, we would pay the restricted world 
market value. These people are proposing that they buy them back, 
assuming we were taking them in and trading at the reduced price, 
so that we would be paying them a premium to take these ships. 

Senator Lauscne. Now, the general bill which has been proposed by 
your Administration, that contains a formula of price fixing? 

Mr. Forv. Not an exact formula. It states that the Secretary of 
Commerce will determine the sales price based on the restrictions 
which are placed on the vessels and the world market value. In other 
words, it would be a reduced world market value due to the restric- 

. tions. 

Senator Lauscue. Does any one of the bills which is pending before 
us contain a formula of the type that you have just described as being 
embodied in the general bill ? 

Mr. Forp. I don’t believe so. 

Senator Lauscue. If there is, there are very few of them, if any; is 
that correct ? 

Mr. Forp. I was about to look up the Philippine bill which I did 
not have a chance to read very carefully. I am not sure about that 
one, but the others do not. 

Senator Lauscue. That is all. 

Senator Biste. Thank you, Senator. Senator Cotton? 

Senator Corron. No. 

Senator Brete. Mr. Luckey. 

Mr. Luckey. Admiral Ford, getting back to Senator Lausche’s 
question, to clarify the record on that point, you stated a foreign-flag 
vessel with restriction is selling at approximately $850,000 at this 


time; is that correct ? 
Mr. Forp. Yes, sir. 
Mr. Luckey. You also stated a Liberty in the reserve fleet at floor 
price is worth approximately $550,000. 

Mr. Forp. That is the floor price in 1951. Depreciated today, it is 
$283,000. 
; Mr. Luckey. Staying with your formula, at no lower than the floor 
price, would be $550,000 ? 

Mr. Forp. That is right. 

Mr. Luckey. You also stated earlier in your testimony that it would 

cost approximately $200,000 for putting vessels in class, as an average, 

for Liberty ships; is that correct ? 
3 Mr. Forp. Yes. 
Mr. Luckey. Mathematically, you would have $750,000, that is, 
what it would cost a purchaser to get a ship into class and into posi- 
tion to operate; is that correct? 

Mr. Forp. That is correct. 
’ Mr. Luckey. So that is $100,000 under the present foreign-flag sales 
| price for a Liberty with restrictions; is that correct ? 


Mr. Forp. That is right. 
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Mr. Luckey. You stated that Maritime’s position is they want to 
sell these Liberty ships out of the reserve fleet for the same amount of 
money that you would give to an operator who was trading in his 
vessel on new tonnage; is that correct ? 

Mr. Forp. I did not say that. I said that if we were to take this 
same ship in, we would take it in at the restricted world market value. 

Mr. Luckey. Which would be what ? 

Mr. Forp. $850,000. 

Mr. Luckey. That is for foreign-flag. What is it for American- 
flag ? 

Mr. Forp. That is the restricted world market value. The restricted 
world market value is for those foreign-flag ships which have certain 
restrictions, the flags of Panama, and so forth, which are available in 
time of national emergency to the United States. 

Mr. Luckey. Now, let’s use that figure of $850,000; that is the 
price you would take it in, give them credit for on new tonnage ? 

Mr. Forp. Yes. 

Mr. Luckxry. That ship you are taking in is in class; is it not ? 

Mr. Forp. It could be. It could be coming up for a class inspection 
and have the cost of placing it in class hanging over its head. 

Mr. Luckey. As a practical matter, if you were making allowance 
on the ship, you would take that into consideration and deduct from 
going market price ? 

Mr. Forp. Not necessarily going into the reserve fleet. 

Mr. Luckey. But the ship could be in class; could it not ? 

Mr. Forp. It could be. 

Mr. Luckey. And if it was in class, you would be given allowance of 
$850,000, as against $750,000 for what it would take to take the ship 
out of class at the floor price? 

Mr. Forp. It would be something like that. 

Mr. Luckey. So it is only a $100,000 spread rather than $300,000 
spread ? 

Mr. Forp. Well, you are letting him deduct the cost of activation; 
that is what you are saying. 

Mr. Luckey. I am letting who deduct the cost of activation? 

Mr. Forp. The purchaser. 

Mr. Luckey. I am having to add the cost of activation, because in 
most of these bills they have stated that they would put the ship in 
class in American shipyards. 

Mr. Forp. We are proposing that they pay the cost of activation. 

Mr. Luckey. That would increase your basic floor price from $550 to 
$750, approximately ? 

Mr. Forp. That is right. 

Mr. Luckey. Prior to Suez 

Senator Corron (interposing). Just a minute, may I interrupt you? 

Mr. Luckey. Yes, sir. 

Senator Corron. Your pricing is now based on the average ship; 
average reconditioning ? 

Mr. Luckey. Yes, sir. 

Senator Corron. Well, what is the difference with respect to the 92? 

Mr. Luckey. Presumably it would cost more. 

Senator Corron. It might be well up to $850,000; is that right? 
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Mr. Forp. Yes; and it depends on which basis they are sold on. If 
they are ships that have recently been in use, the cost of activation 
would be less. 

Mr. Luckey. He is not talking about that. The Senator mentioned 
the 92. 

Senator Corron. I am talking about those vessels in our reserve fleet 
that in your report the Maritime Administration rated as needing 
especially high repair and reactivation costs. If those were disposed 
of at the floor price of $550,000, plus cost of repair, it would be more 
than $200,000 added, it might be $300,000, which would bring it up to 
$850,000; is that correct ? 

Mr. Forp. It might be. 

Senator Corron. Thank you. 

Mr. Luckey. Now, prior to Suez, what was the selling price of a 
foreign-flag vessel with restrictions, approximately? You can refer 
to your staff. 

Mr. Forp. Prior to Suez, the market was high. Suez did not greatly 
influence the market. The market was good before then. Suez did 
create a shortage, but for the last year and one-half, almost 2 years, the 
market has been very high. 

Mr. Luckey. Could you give us an average price? 

Mr. Forp. A Liberty ship in the world market sold for as low as 
$350,000. , 

Mr. Luckey. Is that in a restricted world market ? 

Mr. Forp. In the restricted world market. 

Mr. Luckey. How long ago was that, Admiral ? 

Mr. Forp. A couple of years ago. 

Mr. Luckey. Two years ago. Now, is it possible with all this 
new tonnage coming out of foreign-flag shipyards and even out of 
American-flag shipyards, that the price of the Libertys, 2 years from 
now, may get back down to $300,000 and $400,000 ? 

Mr. Forp. I think it is quite possible. 

Mr, Luckey. At that point, if we ever get to that point, then what 
would Maritime’s position be with regard to the pricing of these 
vessels? Obviously, they could not use the floor price of $550,000 

lus $200,000 more to reactivate them, which would put them up to 
750,000—they would be completely unmarketable ? 

Mr. Forp. I think I stated previously, we are not trying to sell these 
ships. 

Mr. Luckey. I understand that, sir. What would the pricing for- 
mula be if the Congress said you should sell 4 ships to India 2 years 
from now when the average price was $350,000? You could not price 
it over $350,000 or else India could go and buy it in the open market ? 

Mr. Forp. They could buy it in the open market today. 

Mr. Luckey. Yes; that is true. 

Mr. Forpv. Unless this is intended as aid to India, then the Con- 
gress determines that. 

Mr. Luckey. It is a form of foreign aid, as the Department of 
State has testified, which brings me to the next question. In your 
omnibus bill or your general bill, you have various standards upon 
which you base your decision, if you are given the authority to dis- 
oo of these vessels, and the standards are whether or not the State 

epartment recommends that such and such a country should be 
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given a vessel to aid its internal commerce and whether or not the 
Department of Defense says that the vessel is not necessary to the 
defense of the United States, and then your own standard as to whether 
or not the traded-out or sold vessel will be competitive to United States 
merchant marine. 

Now, if you have this situation and a hearing develops that coun- 
try A is trying to get some vessels and the State Department testi- 
fies that this would help country A and they are in favor of selling 
them vessels, and the Department of Defense testifies that the vessel 
is not necessary to the defense of the United Sttaes, but you find that 
the sold vessel will be competitive, either directly or indiretcly, with 
American-flag vessels, what would the position of Maritime be in 
making a decision as to whether or not to sell that vessel ? 

Mr. Forp. I do not think I can answer that. I think that deter- 
mination would have to be made on the basis of the case at that par- 
ticular time. I think, considering all those factors, you have only 
named a few. It may be to the best interest of the United States at 
that particular time to sell that ship. 

Mr. Luckey. To the best interests of the United States as deter- 
mined by whom ? 

Mr. Forp. As determined by the Maritime Administration after 
consultation with the Navy Department and the Department of State. 

Mr. Luckey. Well, now, in a situation like that, when the State De- 
partment says they believe it is in the best interests of the United 
States to sell the vessel to the country and the Department of Defense 
says they do not need the vessel for national defense purposes, but you 
do find it is competitive directly or indirectly with American-flag 
shipping, who would determine the position of the United States? 

Mr. Forp. I think in most instances of these particular bills it 
would be indirect competition. I think I stated that. 

Mr. Luckey. I know you did. 

Mr. Forp. We have tried to compromise this in the interests of 
everyone to make a general bill. I think the same would be true in 
any specific case. We would have to weigh all the factors, and I do 
not think I could say, that because State Department said they need 
this ship, that we would say, “Yes, you can have it.” 

Mr. Luckey. Oh, in a case like that, the Maritime Administration 
would merely take the State Department’s recommendation and re- 
evaluate it themselves; is that correct ? 

Mr. Forp. That is correct. We get cases every day of applicants 
for charter where objection is interposed by the operating lines as to 
whether they should or should not. 

Mr. Luckey. But the State Department is not involved in that? 

Mr. Forp. No. 

Mr. Luckey. I am talking specifically of your proposed general 
bill where you state that, after consultation with the Secretary of 
State and Secretary of Defense, and your own evaluation of the pur- 
poses of the bill, you will make a decision as to whether or not you will 
sell a vessel to country A and you have the coastwise restriction there 
to be utilized in coastwise trade. 

Mr. Forp. That is correct. 

Mr. Luckey. My only question is that if the State Department 
says it is all right, the Department of Defense says it is all right, and 
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you find that it might indirectly be competitive with American-flag 
vessels, what your position would be, and your position is that you 
would reevaluate the State Department’s statement and the Depart- 
ment of Defense’s statement and make your own decision; is that 
correct ? 

Mr. Forp. I think you have stated the problem too simply. I think 
there are degrees in this thing. 

Mr. Luckey. Yes, sir. 

Mr. Forp. We would have to weigh all the factors and then make a 
determination. 

Mr. Luckey. What I am trying to draw out for the record, you 
would be the determining authority ; no matter what the State Depart- 
ment said or the Department of Defense said, you would still be the de- 
termining authority ? 

Mr. Forv. Under our bill, we would; the Secretary of Commerce 
would. 

Mr. Luckey. One last question. 

Senator Brstz. May I just clear that up for my own thinking. Even 
with a green light from Defense and State, the final authority vests 
with Maritime or the Department of Commerce? 

Mr. Forp. Secretary of Commerce. 

Mr. Luckey. With regard to the vessels applied for by the Govern- 
ment of Mexico, has there ever been a legal decision or Attorney Gen- 
eral’s decision with regard to the definition of coastwise trade as far as 
free ports are concerned? Is there not a difference between trading in 
a free port and open port ? 

Mr. Forp. I do not know whether there has been such a decision or 
not. I would have to look that up. 

Mr. Luckxry. Why would Maritime object to the coastwise provi- 
sions of that bill if they have not checked into it ? 

Mr. Acxrrson. International trade. 

Senator Bratz. Why is it international trade ? 

Mr. Forp. It is trade between Mexico and the United States. 

Mr. Luckey. It is trade between Mexico 

Mr. Forp (interposing). On the high seas. 

Mr. Luckey. As I understand the testimony of the witness, it is 
between Mexico and a free port in the United States where the cargo 
is placed under bond and then taken right into Mexico to a town 
across the border because that border town does not have a port where 
the vessel can get in. I was just wondering if there were any legal de- 
cisions or any Attorney General’s opinion as to whether or not that is 
intercoastal trade? Mr. Ackerson says it is international trade, and 
I wonder upon what he bases his decision. 

Mr. Forp. I would have to defer to the lawyers on that. 

Mr. Luckey. Would you have your attorneys supply that informa- 
tion for the committee for the record ? 

Mr. Ackerson. What is the exact question; whether that is coast- 
wise trade or not ? 

Mr. Luckey. Yes. 

Senator Biste. I think you understand the question, Admiral Ford, 

Mr. Forp. Yes. 
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(The information referred to is as follows :) 


MARITIME ADMINISTRATION, 
Washington, D. C., July 18, 1957. 
To: Mr. A. J. Bourbon, professional staff member, Senate Committee on Inter- 
state and Foreign Commerce. 
From: Deputy Maritime Administrator. 
Subject: Information requested at hearing July 2, 1957, on ship-sales bills. 


At the aforesaid hearing, inquiry was made as to any definition of “coast- 
wise trade” laid down by the Attorney General, the Comptroller General, or 
other official of the United States. 

No generallly applicable or all-purpose definition of “coastwise trade” has 
been laid down in statutes or in opinions of the Attorney General or the Comp- 
troller General. Numerous Federal statutes deal with customs, pilotage, and 
documentation or licensing of United States vessels, and prescribe privileges and 
impose restrictions for vessels in such trade. Numerous statutes use the term 
without definition, and interpretations of the term so used are generally based 
on the context and purpose of the law. 

It may be said, generally speaking, that the term “coastwise trade” or 
“coasting trade” is descriptive of domestic trade carried on in vessels along the 
coasts of the United States, including nearby islands geographically part of the 
coasts. From various court decisions, it appears that coasting trade and vessels 
engaged in such trade had reference to the domestic trade and vessels engaged 
in such trade, as distinguished from foreign trade and vessels engaged in foreign 
trade or plying between ports of the United States and ports of a foreign country. 

There is attached hereto a set of excerpts from a number of opinions and 
references to statutes which may be useful in connection with this matter. 


WALTER C, Forp. 


Under existing law vessels mentioned in following sections are permitted to 
engage in the coastwise trade when wholly owned by citizens of the United States: 
title 46 United States Code, sections 11, 13, 14, 237, 332, 335, 336, 808, 883. 

Ship Sales Act (50 U. S. C. App. 1745) : Foreign vessels and domestic yachts 
are prohibited from engaging in the coastwise trade. 

See analysis by the Department of Treasury of legislation to revise and codify 
the navigation laws. Revision of Committee Document No. 28, 81st Congress, 
pages 31-35. 

“A seaman employed on vessel engaged in trade on Great Lakes was not en- 
titled, under Shipping Commissioners’ Act, to double wages for each day of delay 
in payment of wages earned, since statutory provisions for double wages for 
delay are not applicable to vessels engaged in lakegoing trade (46 U. 8S. C. A. 
secs. 544, 596, 597),” Mahar v. Gartland 8. 8. Co., Federal Reporter, 2d series, 
vol. 154, p. 621, headnote). 

“A country’s ‘coast’ ordinarily means those of its borders washed by the sea,” 
and our shores on the Great Lakes do not come within this definition. It is 
obvious that Congress meant to distinguish between ‘coastwise’ and ‘lakegoing’ 
trade” (p. 622 (this decision is restricted to rights of seamen to double wages) ). 

“Coastwise” shipping or trade is dealt with in the following statutes, among 
others, without any definition (46 U. S. C., secs. 293, 306, 311-315, 364, 877, 883, 
1105 (Merchant Marine Act, 1936, sec. 605), 1156 (Merchant Marine Act, 1936, 
sec 506), 1204 (Merchant Marine Act, 1936, sec. 714) ). 

In some of these sections the term coastwise is not used. Instead the statute 
reads from a “port” in one state to a “port” in another, or from “district” to 
“district.” 

Intercoastal Shipping Act (46 U. S. C. 843), section 1, provides: 

“The term ‘common carrier by water in intercoastal commerce’ for the pur- 
poses of this Act shall include every common and contract carrier by water en- 
gaged in the transportation for hire of passengers or property between one State 
of the United States and any other State of the United States by way of the 
Panama Canal.” 

United States Reports, volume 182, Huus v. New York & C. Steamship Co., 
Opinion of the Court, page 396: “That the words ‘coasting trade’ are not in- 
tended to be strictly limited to trade between ports in adjoining districts is also 


1United States v. Bain, supra, 40 F. at p. 456. 
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evident from Revised Statute section 4358, wherein it is enacted that ‘the coasting 
trade between the territory ceded to the United States by the Emperor of Russia, 
and any other portion of the United States, shall be regulated in accordance with 
the provisions of law applicable to such trade between any two great districts.’ 
These great districts were, for the more convenient regulation of the coasting 
trade, divided by the act of March 2, 1819.” 

Federal Reporter, volume 37, Ravesies v. United States, page 448: “According 
to the definition of the ‘coasting trade,’ as extracted from the act of Congress 
of February 18, 1793, it means commercial intercourse, carried on between differ- 
ent districts in different states, between different districts in the same state, and 
between different places in the same district, on the seacoast, or on a navigable 
river. Agreeably to this definition, a voyage in a vessel of suitable tonnage from 
New York to Albany is as much a coasting voyage as from Boston to Plymouth, 
or New Bedford. 

“* * * Congress includes in the coasting trade vessels bound from a district 
in one state to a district in the same or any other state, whether they navigate 
rivers or the seacoast proper.” 

United States Reports, volume 182, Huus v. New York & C, Steamship Co., 
Opinion of the Court, page 395: “The words ‘coasting trade,’ as distinguishing 
this class of vessels, seem to have been selected because at that time all the 
domestic commerce of the country was either interior commerce, or coastwise, 
between ports upon the Atlantic or Pacific coasts, or upon islands so near thereto, 
and belonging to the several States, as properly to constitute a part of the coast.” 

“Ordinarily the terms ‘coaster’ and ‘coasting vessel’ are applied to vessels 
plying exclusively between domestic ports, and usually engaged in domestic trade 
as distinguished from vessels engaged in foreign trade or plying between a port 
of United States and a port of foreign country” (Belden v. Chase, 150 U. 8. 696-7; 
Huus v. New York Steamship Co., 182 U. 8. at 395). 

“The Amelia 183F 899 ‘a seaman on a tug running in the Mobile river and bay 
and Mississippi Sound in the State of Mississippi, being thus engaged in the coast- 
wise trade.’ 

“A license to prosecute the coasting trade, is a warrant to traverse the waters 
washing or bounding the coasts of the United States” (Veasie v. Moor, 55 U. 8S. 
574 (1852) ). 

“Coastwise indicates vessels engaged in the domestic trade, or plying between 
port and port in the same country, as contradistinguished from those engaged in 
foreign trade (Petition of Canadian P. Ry. Co.. 278F at p. 203 (1921) ). 

Robinson on Admiralty, page 691: ‘The words ‘coasting trade’, as distinguish- 
ing this class of vessels, seem to have been selected because at that time all the 
domestic commerce of the country was either interior commerce, or coastwise, 
between ports upon the Atlantic or Pacific coasts, or upon islands so near thereto, 
and belonging to the several States, as properly to constitute a part of the coast.” 

Federal Report, volume 37, Ravesies v. United States, page 447: In the case 
of Gibbons v. Ogden (9 Wheat. 214), it is said by Chief Justice Marshall, in giv- 
ing the opinion of the court: 

“*The coasting trade’ is a term well understood. The law has defined it, and 
all know its meaning perfectly. The act describes with great minuteness the 
various operations of a vessel engaged in it, and it cannot, we think, be doubted 
that a voyage from New Jersey to New York is one of those operations.” 

In Bigley v. Porto Rico 8. 8. Co. (C. C. A. Ist 1900, 105 Fed. 74, 78), the Court 
said, relative to Porto Rico:* “No doubt the words ‘coasting trade’ as thus con- 
strued are extended beyond their original and primary significance, which meant 
trade along the contiguous line of coast of the United States. But the whole 
subject being within the power of Congress, it is competent for congress to ex- 
tend the privileges and restrictions of that trade as it shall see fit; and the only 
question is whether that extension was intended in this act. Upon the acquisi- 
tion of Alaska, the same terms were used and in the same manner for the exten- 
sion of the ‘coasting trade’ between the United States and that territory far 
beyond any contiguous coast line of the United States (Act July 27, 1868; Rev. 
st. sec. 4358), and in the Act of April 30, 1900, to provide a government for the 
territory of Hawaii (31 Stat. 141, 161, c. 339, sec. 98), there is also provisions for 
the ‘coasting trade between the Hawaiian Islands and any other portion of the 
United States’, in the same language that is employed in the last clause of 
section 9. This extended use of the words ‘coasting trade’ was already familiar.” 


1 The case held that a ship entering New York from Porto Rico was in coastwise service 
in the sense that it was not obliged to take a harbor pilot upon entering port. 
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The statute in the Bigley case was section 9 of the Act of April 12, 1900 (31 Stat. 
79, c.191) providing for the government of Porto Rico. It provided: 

“Sec. 9. That the commissioner of navigation shall make such regulations, 
subject to the approval of the secretary of the treasury, as he may deem ex- 
pedient for the nationalization of all vessels owned by the inhabitants of Porto 
Rico on the eleventh day of April, eighteen hundred and ninety-nine, and which 
continued to be so owned up to the date of such nationalization, and for the ad- 
mission of the same to all the benefits of the coasting trade of the United * * *” 

Senator Brste. Senator Lausche. 

Senator Lauscue. I have one further question. I did not hear all 
of the testimony of Mr. Kalijarvi. He did express a favorable opinion 
on the proposed sale to India. Do you know whether or not the State 
Department is approving any of these bills except the India bill? 

Mr. Forp. I think Mr. Kalijarvi stated that they had it under study 
and that they had not firmed up their position on eis individual bills. 

Senator otha. Did they not state they favored the Austrian bill? 

Mr. Forp. He did state he favored the Austrian bill. 

Mr. Baynton. For the record, it is S. 2249. 

Senator Corron. He stated that the Italian bill was the type indi- 
cated for coastwise trade only, but because there was nothing in the 
body of the bill that bore out that title, they withhold approval of it. 

I think I will say for the chairman’s iemaakion, it is my under- 
standing, and chief counsel will correct me if I am wrong, that Mr. 
Kalijarvi stated that they were not in position to indicate the attitude 
of the State Department on these bills in general, that is, with respect 
to their effect on our relations with foreign countries, or the need of 
foreign governments for having them. 

He was basing what he had to say this morning purely on whether 
they were restricted to coastwise trade or whether they were unre- 
stricted, and in each case they were indicating their approval of the 
restricted bill for coastwise trade, and disapproval of the unrestricted 
bills, except apparently in the case of Austria. Because Austria had 
not had an opportunity to purchase any ships under the Ship Sales Act 
and had absolutely no merchant marine, they were prepared at this 
time to indicate they thought it desirable that the ships be sold to 
Austria. 

Mr. Baynton. And high priority to Austria. 

Senator Brete. That being the position of the State Department, 
Admiral Ford, if the request came to you and the general bill was 
passed, what would be the attitude of Maritime or Commerce? How 
many other factors do you have to take into consideration before you 
would approve the sale ? 

Mr. Forp. The proposed use of the vessels, the competition afforded, 
what it will displace in the way of United States commerce. 

Senator Brste. Well, if I understand your position correctly, even 
with a green light. from State, saying that we would like to do this 
in order to help a friendly country, and a green light from Defense, 
saying that we have no need for XYZ ships of the mothball fleet, and 
even if the price conforms with the Maritime formula, then you still 
have to determine what type of competition, either direct or indirect, 
it would have on the American-flag vessels; is that correct ? 

Mr. Forp. Rather direct. If the proposed use is coastwise, I think 
there would be very little question as to the sale, but if it is to be 
used, as I understood it, the question with regard to Austria was 
if it were to be used in international trade. 
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Senator Corron. Austria has no coastline. 

Mr. Forp. That is correct. 

Senator Corron. Simply go to Trieste. 

Senator Lauscne. Your general bill has not been drafted; am I 
correct ¢ 

Senator Bree. The general bill was submitted, Senator Lausche, 
by Chairman Morse the other ds ay. 

Senator Lauscue. Does the general bill contain language of 
sufficient flexibility that will give you the discretion which you seem 
to imply that you will exercise in making the decisions ? 

Mr. Forp. No, sir. 

Senator Lauscur. My recollection is that it be restricted in use 
is one without which you cannot sell ? 

Mr. Forp. That is correct. 

Senator Brete. Then you do have wide discretion, do you not, 
Admiral Ford, whether you grant the sale or not in making that 
determination? I understood your answer to Senator Lausche’s 
question: no, it would not give you the flexibility that you desired. 
I am wonderi ing if that is w hat the Maritime Administration’s position 
actually is? It seems to me that vested a wide range of discretion in 
the Maritime Administration. In fact, I do not know how you could 
invest much more discretion. 

Mr. Forp. I think it says: 
after consultations with and concurrences of the Secretary of State and the 
Secretary of Defense, the transfer of such vessel would promote the national 
interest and would not be inconsistent with the provisions relating to sales or 
transfers foreign under sections 9 and 37 of the Shipping Act. 

Senator Bretx. I am following you, Admiral Ford, but before you 
get into that language, in the beginning part of the sentence you say, 
“Lhe Secretary may enter into arrangement subject to provisions of 
this act.” Is not the use of the word “may” discretionary ? 

Mr. Forp. Yes, sir; it is not obligatory that we sell to anyone under 
this bill, but this certainly lays down the ground rules for selling. 

Senator Brat. If I understand you, even after making these de- 
terminations, you have vested in the Commerce Department the final 
say as to Ww hether you do make the sale or whether you do not make 
the sale? 

Mr. Forp. Yes, sir. 

Senator Brste. Is that right? 

Mr. Forp. Yes, sir. 

Senator Lauscne. That answer is not compatible with what, you 
just gave me. My recollection is, and I cannot find it right now, that 
the general bill has a positive declaration that the ship w ill not be used 
in international trade but will only be used on the coastalwide basis. 

Senator Brsiz. That is3 (a), 1 think, Senator Lausche, 

Senator Lauscue. Let us read it. 


Senator Brste. Page 4, I think 3 (a), for the purpose of the record 
says: 


The government of the nation making the application, on condition of receiving 
transfer of any vessel hereunder, shall give assurances acceptable to the Secretary 
of Commerce that each vessel transferr ed to that nation, except as herein pro- 
vided, shall be used only in the domestic coastwise trade of that nation. The 


Secretary of Commerce may permit waivers of the requirements of this sub- 
section * * *, 
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Senator Lauscue. Then there is discretion in the Secretary ? 

Senator Breie. That is the way I read it. 

Senator Lauscue. All right. 

Senator Brnte. I think the final say is vested in the Secretary of 
Commerce and I think the Secretary of Commerce has discretionary 
powers to make the sale even if these criteria are not met. Is that a 
correct statement, Admiral Ford ? 

Mr. Forp. Yes, sir. 

Senator Bisite. Thank you. Senator Cotton? 

Senator Corron. No questions. 

Senator Brsie. Senator Lausche? 

Senator Lauscue. No questions. 

Senator Brsiz. Thank you very much, Admiral Ford. 

I understand you have further statements to make ? 

Mr. Forp. Yes, sir. I understood that you wanted our comments 
on Senate Joint Resolution 93. 

Senator Biste. Yes; we do, sir. I did not know whether you had 
covered that prior to the time I came. 

Senator Corron. It is my mistake; I thought he had covered that. 

Mr. Forp. I have that, and comment on various other bills with 
regard to sales of domestic operation. 

Senator Brsir. Suppose you proceed. Well, let us first see how 
long this is on Senate Joint Resolution 93? It is 18 minutes after 12. 
I think it might be an advantageous time to recess for the luncheon 
hour. 

If it does not inconvenience you, Admiral Ford, I think it is 
impossible to complete your testimony this morning, so we will stand 
in recess until 2:30. It will be the Chair’s intention to work this 
afternoon from 2:30 to 4, here in this room. We have a rather 
crowded calendar on the floor this afternoon, and we are apt to have 
a number of rollcalls, so I think we better be fairly close to the Senate 
floor, but we will be in recess until 2: 30 this afternoon. 

(Whereupon, at 12:20 p. m., the committee was adjourned, to 
reconvene at 2: 30 p. m. this day.) 


AFTERNOON SESSION 


Senator Brste. The hearing will come to order. 
Admiral Ford, I think you were just about to start your testimony 
on your second prepared statement. Would you care to proceed ? 


STATEMENT OF WALTER C. FORD, DEPUTY MARITIME ADMIN- 
ISTRATOR, UNITED STATES MARITIME ADMINISTRATION— 
Resumed 


Mr. Forp. Yes, sir. I would just like to add one word to my pre- 
vious testimony with regard to foreign sales. A good many of these 
requests for sales foreign are for ships which are competitive in the 
foreign market—Victorys, Libertys, and a few C1-MAV-1l’s. We 
would have much less difficulty with the problem of selling the 
C1-MAY-1 type ships, which are coastwise ships, basically. They 
would not be considered as competitive as the other ships in the reserve 
fleet. 
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Senator Brsiz. Very well. Proceed to your statement on Senate 
Joint Resolution 93. 

Mr. Forp. Gentlemen, for reasons and considerations hereinafter 
discussed, the Department recommends against favorable considera- 
tion of the joint resolution in its present form, but would recommend 
favorable consideration with amendments herein suggested. 

I might add, here, that the statements which I am presenting do not 
express the views of the Bureau of the Budget. [ have been per- 
mitted to make them without their clearance. 

Senator Biste. Very well. 

Mr. Forp. The Department does not believe that the authority to 
sell war-built vessels which expired January 15, 1951, with respect to 
sales to American citizens, and on March 1, 1948, with respect to sales 
to noncitizens, should be reopened for the disposal of such vessels. 
The Department has opposed such legislation unless some peculiar or 
special reason has existed for such sale and the sale would not be pre- 
judicial in any respect to citizens of the United States who have 
purchased vessels under the act prior to termination of the authority 
to sell. In view of the passage of more than 10 years since the enact- 
ment of the Merchant Ship Act of 1946, and the great increase 
in costs of replacement and new tonnage, with concurrent increase in 
value of old ships, it should not be used for what amounts to special 
sales legislation. It is undesirable for the United States to dispose of 
ships in such a way that they would create additional competition 
for United States citizen owners of war-built vessels, as well as for 
our merchant marine in general. 

The joint resolution would authorize the Secretary of Commerce 
to sell, within 1 year after enactment of the measure, up to 12 C4 
type vessels or other suitable vessels designated by the Maritime 
Administrator, to the highest responsible bidders; one, who are 
citizens of the United States within the meaning of section 2 of 
the Shipping Act, 1916, as amended; two, who have valid common 
carrier rights from the Interstate Commerce Commission; and three, 
who the Secretary of Commerce determines possess the ability, experi- 
ence, financial resources, and other qualifications necessary to operate 
and maintain the vessels. The joint resolution specifies that the pri- 
mary employment of such vessels is to be in common-carrier service 
for the carriage of freight and passengers either on the Great Lakes, 
including the St. Lawrence River and Gulf and their connecting 
waterways, or on any voyages originating or terminating at a port on 
the Great Lakes. The joint resolution does not, however, restrict 
the employment of the vessel to the foregoing use. ; 

The joint resolution sets an upset price for each vessel in the 
amount of the sales price of the vessel computed under the Merchant 
Ship Sales Act of 1946, as of January 15, 1951, the date the sales 
authority to citizens under that act terminated, depreciated, after 
reduction for residual value, on a straight-line basis for the period 
from January 18, 1951, to the date of execution of the contract of sale, 
on the basis of the portion of a 20-year useful life of such vessel re- 
maining after January 15,1951. | = ef 

The joint resolution does not include provisions as to the condition 
of the vessels when delivered, or the place of delivery. The bill should 
state these terms of sale. The legislation which has been enacted, 
after termination of the sales authority of the Merchant Ship Sales 
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Act of 1946, to authorize the Secretary of Commerce to sell vessels 
to United States citizens to accomplish special purposes, has contained 
the foregoing formula for ascertaining the sales price or upset price 
of the vessels, or has stated a price based upon the foregoing formula, 
and has specifically provided that the sale is on an as is, where is 
basis. The condition the vessel must be in at the time of delivery and 
the place where the vessel must be delivered have a very substantial 
effect on the net amount the Government would receive from the sale 
if the vessel is sold at the upset price. 

The upset price, under the formula stated in the joint resolution, of 
an average C-4 in the reserve fleet is at present approximately $920,- 
000. This price is computed by reducing the floor price of $1,547,338 as 
of January 15, 1951, by a residual value of $213,000 and depreciating 
the remainder on a pro rata basis by an annual depreciation charge of 
$97,000 from January 15, 1951, to about the present date. The aver- 
age age of C-4’s in the reserve fleet on January 15, 1951, was 6 years 
and 3 months. 

Our estimate of the cost of activating a C-4 from the reserve fleet 
is $200,000. Assuming, therefore, that the sale is intended to be on an 
as is, where is basis, and that the vessel is sold at the upset price, the 
total cost to the purchaser would be $920,000 plus $200,000 which 
equals $1,120,000. If the sale were delayed for 1 year, this cost would 
be reduced by additional depreciation of $97,000. Contrasting with 
this price is the current estimated domestic market value of a C-4 of 
$1,400,000. The cost of a C-4 to the purchaser under the joint resolu- 
tion, therefore, if the vessel is sold at the present time at the upset 
price and on an as is, where is basis, would be $280,000 less than the 
current estimated domestic market value of the vessel. 

Since one of the eligibility requirements of purchasers is that they 
hold valid common carrier operating rights from the Interstate Com- 
merce Commission and since the use of the vessel would be restricted, 
to an extent that is not clear, to operations on the Great Lakes or to 
voyages beginning or ending on the Great Lakes, it seems very likely 
that there may in fact be no competition in bidding and that the ves- 
sels would, therefore, be sold at the upset price. The joint resolu- 
tion is not clear whether the Interstate Commerce Commission operat- 
ing rights required are for operation on the Great Lakes, though there 
is some implication that this may be the requirement. i 

Senator Brete. Admiral Ford, on that paragraph that you just 
read, I see it says “current estimated domestic market value of a C-4 
s $1,400,000.” How do you arrive at that figure? Have there been 
any recent sales of C-4’s? 

Mr. Forp. There was one sold fairly recently. These values are 
obtained from the brokerage sales of vessels. 

Senator Brete. The one that was sold fairly recently was sold for 
how much ? 

Mr. Forp. I believe it was $1,500,000. 

Senator Brste. By “sold fairly recently”; is that 6 months to a year 
ago? 

Mr. Forp. Last fall. 

Senator Birnie. Very well. Thank you. 

Mr. Forp. Vessels of the C-4 type are currently scheduled in mobil- 
ization planning for ocean service. There is no provision in the joint 
resolution indicating what modifications any purchaser under this 
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joint resolution would want to make in the vessels. If the joint resolu- 
tion is to be enacted, it should be amended to authorize the Secretary 
of Commerce to require any purchaser of C-4 vessels to agree not to 
make any modification of the vessels which would affect their capabil- 
ities for deep-sea operation. The joint resolution provides for the 
sale of 12 C—4 type vessels or other suitable type vessels to be desig- 
nated by the Maritime Administrator. Unless we know a definite 
intended use of the vessels, we cannot say whether C-4’s are suitable 
for the intended use or whether we have any vessels in the reserve 
fleet that would be suitable for an unspecified intended use. 

We have had a number of inquiries with respect to the sale of ves- 
sels, but Senate Joint Resolution 93 is not identified with any particu- 
lar intended use. We cannot, therefore, comment on the proposed 
plan of operation or its economic necessity or feasibility or any con- 
tribution it might make to carrying out the declaration of policy 
stated in section 101 of the Merchant Marine Act, 1936, or the policy 
stated in other merchant-marine legislation. An operation that would 
require 12 C-4’s would be an operation of very large proportions. If 
12 C’s or their equivalent are not in fact required for the proposed 
operations, placing so large a number of vessels on sale, with the use 
restriction stated in the joint resolution, would tend to assure that such 
vessels as were sold under the joint resolution would be sold at the 
upset price. 

The only justifying special objective which this joint resolution 
suggests to us is the promotion of the restoration of passenger and 
eeeaan freight service on the Great Lakes or replacement of obsolete 


bulk carriers on the Great Lakes. The Department is vitally inter- 


ested in promoting the restoration of passenger and package freight 
service on the Great Lakes and in promoting replacement of obsolete 
bulk carriers on the Great Lakes. At the end of World War II, the 
United States sold vessels, without legal restriction on their use, which 
were originally intended to aid in restoring passenger and package 
freight service on the Great Lakes, though such vessels were ulti- 
mately devoted to a different use. The joint resolution does not re- 
strict use of the vessels to be sold under its authority to use on the 
Great Lakes in any way which the Department could consider would 
promote the objective of restoring passenger and package freight 
service on the Great Lakes or replacement of obsolete bulk carriers 
on the Great Lakes. 

The restriction on the use of vessels to be sold is so loosely worded 
that the Department would have no assurance that whatever effect, if 
any, the joint resolution would have in restoring the passenger and 
package freight service on the Great Lakes would not be counter- 
balanced by the adverse effect the competition of such vessels would 
have on the American merchant marine in other areas of the world in 
which, under the joint resolution, such vessels would be free to com- 
pete. 

The joint resolution in its present form, therefore, does not come 
within the Department’s policy to favor legislation which will pro- 
mote the achievement of special objectives of the Department in the 
promotion of the American merchant marine without undue prejudice 
to buyers who bought under the 1946 act before 1951. 


94693—-57——_14 
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The Department’s concern with the rehabilitation of domestic 
waterborne commerce is broader than restoration of passenger and 
package freight service on the Great Lakes and replacement of obsolete 

ulk carriers on the Great Lakes. An important part of the business 
problems of operators in the domestic trade results from the fact that 
that do not have vessels which are efficiency adapted to the trade. 

With respect to package freight service in the dometic trade, for 
example, increases in cargo-handling costs appear to be the chief de- 
terrent to rehabilitation of that trade. The indications are that these 
costs can be substantially reduced by the use of vessels which are de- 
signed to reduce the amount of cargo handling required by consoli- 
dating the cargo shipment at the point of origin in some type of con- 
tainer which will not be emptied until the cargo reaches its destina- 
tion. These vessels are the so-called lift-on-lift-off and roll-on-roll-off 
type vessels. 

The Department would favor selling war-built vessels in the 
national defense reserve fleet, for use exclusively in the contiguous 
and noncontiguous domestic trade of the United States, to the highest 
responsible bidders, on an as-is, where-is basis, with the upset price 
contained in Senate Joint Resolution 93, on condition that the pur- 
chasers agree to recondition the vessels to the satisfaction of the Secre- 
tary of Commerce (1) as lift-on-lift-off or roll-on-roll-off ships, or 
other coitainer-type ships designed primarily for the handling and 
carriage of consolidated cargo shipments; (2) as modern passenger 
vessels; (3) as modern bulk carriers; (4) as modern combination 
vessels; or (5) in any other way determined by the Secretary of Com- 
merce to be desirable to adapt the vessels to their intended use and, of 
course, with the usual provisions as to the requisition price, financing, 
and continuous United States-flag documentation of the vessels which 
are contained in Senate Joint Resolution 93. 

We submit proposed amendments which would carry out this rec- 
ommendation. 

(Amendments referred to follow :) 


AMENDMENTS PROPOSED BY THE DEPARTMENT OF COMMERCE TO SENATE JOINT 
RESOLUTION 93 


(1) Amend subsection (a) to read as follows: 
“(a) notwithstanding the provisions of section 11 of the Merchant Ship 
Sales Act of 1946, as amended, and section 510 (h) of the Merchant Marine 
Act, 1936, as amended, the Secretary of Commerce is authorized to sell, 
within one year after the date of enactment of this joint resolution, to the 
highest responsible bidders who are citizens of the United States within 
the meaning of section 2 of the Shipping Act, 1916, as amended, for employ- 
ment exclusively in the contiguous and noncontiguous domestic trade of the 
United States, any war-built vessels under the jurisdiction of the Secretary 
of Commerce (except such vessels as the Secretary of Commerce, with the 
advice of the Secretary of the Navy, determines should be retained in the 
national defense reserve fleet, on an “as is, where is” basis, if the Secretary 
of Commerce determines before entering into such sales that the purchaser 
possesses the ability, experience, financial resources, and other qualifications 
necessary to enable it to operate and maintain the vessels in service in the 
contiguous or noncontiguous domestic trade of the United States. No vessel 
shall be sold under the provisions of this joint resolution for a price which 
is less than the price below which an adjustment cannot be made under the 
last two sentences of section 3 (d) of the Merchant Ship Sales Act of 1946, 
depreciated (after reduction for residual value) on a straight-line basis for 
the period from January 15, 1951, to the date of execution of the contract 
of sale, on the basis of the portion of a twenty-year useful life of such vessel 
remaining after January 15, 1951.” 
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(2) Page 2, line 22, strike out “Maritime Administration” and insert in lieu 
thereof ‘Secretary of Commerce”’. 

(3) Page 3, line 2, strike out “Maritime Administrator” and insert “Secretary 
of Commerce”, 

(4) Page 3, line 4, strike out all after the colon in line 4, through the semi- 
colon in line 10, and insert in lieu thereof the following: “(1) the purchasers 
shall agree to recondition the vessels to the satisfaction of the Secretary of 
Commerce (A) as lift-on-lift-off ships or roll-on-roll-off ships or other container 
type ships designed primarily for the handling and carriage of consolidated cargo 
shipments, or (B) as modern passenger vessels, or (C) as modern bulk carriers, 
or (D) as modern combination vessels, or (E) in any other way determined by 
the Secretary of Commerce to be desirable to adapt the vessels to their intended 
use; (2) vessels sold under this Act shall be employed exclusively in the con- 
tiguous and noncontiguous domestic trade of the United States until the end of 
their economic lives, as determined by the Secretary of Commerce, or until re- 
placed by new tonnage, whichever happens first ;’’. 

(5) Page 3, line 25, strike out: “and (5)” following the semicolon, and insert 
in lieu thereof the following: (5) such other terms and conditions as the Sec- 
retary of Commerce determines are desirable to protect the interests of the 
United States; and (6)”. 

(6) Page 3, line 25, and page 4, lines 1 and 2, strike out “respecting the re- 
acquiring of ownership by the United States, and documentation,” and insert in 
lieu thereof the following: “and any contractual provisions entered into here- 


under”. 

(7) Page 4, line 3, after the period, insert the following: “All actions, deter- 
minations, and decisions under this Act shall be final and conclusive on all ques- 
tions of law and fact, and not subject to review by any court by mandamus or 


otherwise.” 
(8) Amend the title to read as follows: “To authorize the Secretary of Com- 


merce to sell war-built vessels for use in the contiguous and noncontiguous 
domestic trade of the United States, and for other purposes.” 

Senator Brstz. Thank you very much, Admiral Ford. 

Are there any questions ¢ 

If there are no questions, I believe we might proceed to your next 
statement. 

Mr. Forp. My next statement is on Senate Joint Resolution 93, 
S. 2241, Senate Joint Resolution 101, Senate Joint Resolution 109, 
Senate Joint Resolution 110, Senate Joint Rseolution 111, S. 2403. 

Mr. Forp. These measures would authorize the sale to citizens of 
the United States of (a) not more than 12 C-4 type vessels for pri- 
mary employment on the Great Lakes, including St. Lawrence River 
and Gulf and conecting waterways, or on voyages to and from Great 
Lakes ports; (6) an unspecified number of N3—M-A1 type for use 
only in the intercoastal and coastwise trade of the United States, 
including ports in the Territory of Alaska; (c) 1 N3-M-—A1 vessel, 
ASA Lothrop, for unspecified use; (d) 1 Victory ship for conver- 
sion as an ore and coal carrier for use on the Great Lakes; (e) 1 
troopship C-4 type, for conversion to a passenger and cargo vessel 
for use in foreign operation between United States Atlantic and gulf 
ports to gulf and Caribbean ports, and after opening of the St. Law- 
rence seaway for use in summer months in trading to American and 
Canadian ports; (f) 2 war-built vessels for use on essential trade 
routes 3 and 4 to Cuba and Mexico, by extension of Public Law 938, 
84th Congress, which expires August 3, 1957; and (g) not more than 
50 vessels, primarily Victory type, released from bare-boat charter 
use, for unlimited use by citizen purchasers but with requirement for 
new construction under specified conditions. 

Laate measures would authorize the sale of at least 67 war-built 
vessels. 
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The Department does not recommend enactment of these measures 
independently of each other, but recommends that consideration be 
given by your committee to enactment of general legislation so far 
as practical and possible to sell vessels for use in the domestic trade 
of the United Sttaes, including nearby trade with Canada, with such 
reconditioning as necessary to fit the vessels sold for such trade in 
the interest of improved and modernized tonnage. Proposals to sell 
for use in foreign trades should be considered separately. 

The Department is recommending the modification of Senate Joint 
Resolution 93, to authorize the Secretary of Commerce to sell certain 
war-built vessels for primary utilization in servicing ports on the 
Great Lakes, in order that it may provide a program to make use of 
war-built vessels for at least a partial rehabilitation of our domestic 
shipping pending the construction of modern, economic vessels for 
use in such trade. 

We propose herein to consider the bills before the subcommittee in 
relation to this proposed plan for sale of vessels for use in the do- 
mestic trades and suggest certain further modifications of Senate 
Joint Resolution 93 so that, with the exception of proposals for sale 
of vessels for use in foreign trade, there may be developed a general 
bill with uniform provisions and requirements in the interest of a fair 
and orderly program. 

Senator Brstz. Do I understand there that Senate Joint Resolu- 
tion 93, with the suggested amendments which you testified to just 
previously, represents the Maritime Commission’s thinking as to a 
general bill which does provide for a fair and orderly program ? 

Mr. Forp. Yes. And I am suggesting some further modification. 

Senator Brsix. Over and above what you suggested in connection 
with Senate Joint Resolution 93 ? 

Mr. Forp. Yes, sir. 

Senator Brie. Very well. 

Mr. Forp. Senate Joint Resolution 109 would authorize the Secre- 
tary of Commerce to sel] at competitive bidding, with the same upset 
price formula as Senate Joint Resolution 93, one Victory ship for use 
exclusively “as an ore and coal carrier on the Great Lakes, trading 
coastwise and to Canada” until the end of its useful life or until re- 
placed by new tonnage, such sale to be on condition that the purchaser 
recondition the vessel satisfactory to the Secretary of Commerce. The 
purpose of this joint resolution could be carried out under Senate Joint 
Resolution 93, amended as proposed by the Department, if the fourth 
proposed amendment of the Department is changed to insert after the 
words “domestic trade of the United States” the following: “or in the 
United States foreign trade on the Great Lakes and St. Lawrence River 
and Gulf, or both,”. The Department recommends that Senate Joint 
Resolution 93 be amended in this way so as to broaden the permissible 
trading area. 

S. 2241 would authorize the Secretary of Commerce to sell N3-M-—A1 
cargo vessels at competitive bidding, with the same upset price for- 
mula as Senate Joint Resolution 93. The trading restriction provided 
in the bill is that : 


Except with the approval of the Secretary of Commerce, each vessel shall, dur- 
ing the useful life of the vessel as determined by the Maritime Administrator or 
so long as there remains due the United States any principal or interest on account 
of the purchase price, be operated only in the intercoastal and/or coastwise trade 
of the United States including ports in the Territory of Alaska. 
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We think this trading restriction is too loosely drafted. Moreover, 
the bill contains no requirement to recondition the vessel. 

We think the purpose of the bill might be carried out under Senate 
Joint Resolution 93, amended as proposed, if amendment (4) of the 
Department’s proposed amendments to Senate Joint Resolution 93 is 
further changed to insert after the words “the purchaser shall agree” 
the following: “, if the Secretary of Commerce determines that it is 
desirable to recondition the vessels to better adapt such vessels to the 
trade in which they are to be used,”. The effect of this amendment 
would be to give the Secretary of Commerce discretion not to require 
reconditioning of the vessel if reconditioning appears not to be indi- 
cated by the intended use of the vessel. The Department recommends 
this further amendment of Senate Joint Resolution 93 in order to 
carry out the legislative objective of S. 2241 within the scope of the 
general legislation. 

Senate Joint Resolution 110 would authorize the Secretary of Com- 
merce to sell at competitive bidding, with the same upset price con- 
tained in Senate Joint Resolution 93, one war-built troopship of the 
C4 type, for use as a passenger and cargo ship out of United States 
Atlantic and gulf and Caribbean ports to foreign ports in the Carib- 
bean and gulf and after the opening of the St. Lawrence seaway, trad- 
ing to American and to Canadian ports during the summer months. 
In part of this trading area there is considerable American-flag serv- 
ice. We do not think vessels should be sold from the reserve fleet to 
compete in areas where there is adequate American-flag service. If 
the joint resolution were amended to provide that the vessel would be 
restricted to that portion of this trading area in which there is not 
adequate American-flag service, as determined by the Federal Mari- 
time Board, and if the drafting of the joint resolution were modified 
to conform so far as applicable to the drafting of Senate Joint Resolu- 
tion 93, we would have no objection to enactment of the joint resolu- 
tion. 

Senate Joint Resolution 101 would authorize the Secretary of Com- 
merce to sell to Boston Shipping Corp. the Asa Lothrop, an N3—M- 
A1 type vessel, at a sales price computed under the same formula as 
the upset price under Senate Joint Resolution 93. There is no trading 
restriction in the joint resolution and we do not know where the ap- 
plicant intends to trade. We do not think vessels should be sold from 
the reserve fleet without trading restrictions, and we think vessels sold 
from the reserve fleet should be sold under competitive bidding. The 
purpose of the joint resolution could be carried out under Senate Joint 
Resolution 93, amended as the Department proposes, if the use in- 
tended by the purchaser comes within the use restrictions thereof. 

Senate Joint Resolution 111 provides for the extension for 1 more 
year of the sales authority of Public Law 938, 84th Congress, which 
authorizes the sale under competitive bidding of 2 war-built vessels for 
use on that portion of essential] trade routes 3 and 4 between Atlantic 
coast ports of the United States and Mexico and Cuba. There has 
been no adequate American-flag service in the foregoing area since 
New York and Cuba Mail Line ceased subsidized operations. We 
would have no objection to this extensison if Public Law 938 were 
amended to conform so far as applicable to the drafting of Senate Joint 
Resolution 93, amended as the Department proposes. It would be 
desirable not to limit the sales authority of the act to two vessels since 
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the number of vessels required to provide adequate service depends on 
the size and speed of the vessels aiesed 

The bill, S. 2403, is a much more extensive sales proposal than others 
before this subcommittee. It includes provision for new construc- 
tion by purchasers and should be examined in connection with the 
problems of securing replacement tonnage in foreign unsubsidized 
trade as well as the domestic trade. The unsubsidized operations in 
foreign trade are largely dependent on the 50-50 cargo preference law 
as applied to the foreign aid export programs. 

While no direct Government expenditures would be required under 
the bill, the bill provides for sales of war-built vessels, not more than 
50, to United States citizens at not less than the Ship Sales Act price 
depreciated to the time of sale. While this base is the upset price in 
Senate Joint Resolution 93, as we propose to amend it, the sales would 
not be on a competitive bid basis as in Senate Joint Resolution 93. 

Furthermore, the price of the ship would be reduced by the cost of 
repairs to qualify the vessels for American Bureau of Shipping clas- 
sification. Thus, tonnage would be sold and placed in operation on 
a low-cost basis without substantial cash returns to the United States, 
but which further increases the old tonnage in operation under the 
United States flag in the competitive world market to the prejudice 
of those owners of war-built vessels who bought under the 1946 act 
prior to the termination of sales in 1951. 

The attendant commitment for new construction in connection with 
the sale is presented as the offsetting advantage in the public interest. 
This construction would be at the rate of 1 new ship to 5 ships pur- 
chased from the reserve fleet. It is understood that the proponent 
of this legislation proposes to build combination tanker and dry cargo 
vessels of new design in expectation of meeting competition in interna- 
tional trade. 

We are concerned with the problems of maintaining such competi- 
tion in the foreign trade by United States vessels. Plans which would 
secure new ship construction by unsubsidized operators for this pur- 
pose deserve most careful examination. Any plan must avoid adding 
more old tonnage to the United States unsubsidized fleet, with possible 
depressant effect that would destroy earning possibilities, both for 
existing tonnage and the added old tonnage, with total collapse for 
unsubsidized operators, especially the tramp trade. 

Under existing law, charters of reserve fleet ship to United States- 
flag operators can meet upturns in trade requirements under United 
States flag and can be terminated on downturns in requirements with- 
out causing an economic collapse of unsubsidized operators. Further- 
more, if construction of new types of ships has reasonably definite 
prospects of entering into successful competition in world trade, it 
would seem that private capital should be available with Government 
insurance under title XI of the 1936 act. 

Before the bill can favorably be considered, it should be carefully 
examined to see if suitable changes can be made and provisions be 
added to develop a legislative measure with protection for the Gov- 
ernment and the merchant marine and with prospects of success for 
the purchaser of old ships under the plan. The bill needs to be more 
specific in its provisions as to new construction, and the pricing pro- 
visions and allowances must be studied carefully in relation to the 
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present chartering authority for reserve fleet vessels. We request fur- 
ther opportunity to present definite vivews on this measure after pre- 
sentation of testimony on the proposal by the proponents thereof. 

Due to the urgency of this matter, it has not been possible to obtain 
the views of the Bureau of the Budget with respect thereto. 

Senator Brstz. Thank you very much, Admiral Ford. 

Are there any questions ? 

Mr. Luckey. Admiral, could you arrange to submit to the commit- 
tee a proposed bill incorporating all the amendments that you men- 
tioned in this last statement to your amended proposed bill ? 

Mr. Forp. We will do that. 

Mr. Luckey. Then on page 2 of your statement, you stated that the 
Department does not recommend enactment of these measures inde- 
pendently of each other, but recommends consideration be given by 
the committee to enactment of general legislation so far as practicable 
and possible to sell vessels for use in the domestic trade of the United 
States, including nearby trade with Canada, with such recondition- 
ing, and so forth. 

You do not mention Alaska, but some of the billsdo. Is that an over- 
sight ? 

Mr. Forp. I think Alaska is covered in the noncontiguous domestic 
trade. 

Mr. Luckey. I missed that point. That was in your Senate Joint 
Resolution 93 amendment ? 

Mr. Ackrrson. We propose to cover that, yes. 

Mr. Bourson. For the record, Admiral, with this proposed amend- 
ment to Senate Joint Resolution 93, you would then have two basic 
draft bills, one for sale of vessels foreign for coastal use only, and one 
for sale of vessels for domestic use in the United States ? 

Mr. Forp. That is correct. 

Mr. Bourson. That would leave just the one problem open, and that 
is the sale of vessels foreign for unrestricted use, or for restricted use. 

The only thing now that you would leave open to special legislation 
would be sales of vessels to be used in foreign commerce? 

Mr. Forp. We are proposing only two general bills, one for sales 
foreign and one for sales domestic. We do not propose legislation for 
sales for unrestricted foreign use. 

Mr. Bovurson. But sales foreign would be only when the vessels 
would be used in coastal trade ? 

Mr. Forp. That is correct. 

Senator Brste. Are there any further questions? 

If there are no further questions, we thank you very much. 

The next witness will be Admiral Burrowes. 


STATEMENT OF THOMAS BURROWES, REAR ADMIRAL, USN, DIREC- 
TOR, LOGISTICS PLANS DIVISION, OFFICE OF THE CHIEF OF 
NAVAL OPERATIONS; ACCOMPANIED BY CASSINS D. RHYMES, 
JR., CAPTAIN, USN, ASSISTANT TO ADMIRAL BURROWES 


Admiral Burrowes. We have submitted a prepared statement, and 
if time permits, I would like to run through it. 

Senator Bratz. You may do that. 

Admiral Burrowes. I have Captain Rhymes with me, who is my 
technical assistant. 
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Mr. Chairman, and members of the committee, my name is Thomas 
Burrowes, rear admiral, United States Navy. I am the Director of the 
Logistics Plans Division in the Office of the Chief of Naval Operations. 
I appear today as a witness both for the Department of the Navy and 
the Department of Defense. 

Your letter of June 27, to the Secretary of Defense, indicates that 

our committee finds it difficult to reconcile certain portions of the 
Deleon reports on various proposed bills for the sale of vessels from 
the national defense reserve fleet. Further, the letter points up the 
urgency that the Department of Defense, in view of the mounting total 
of desired sale authorizations, take cognizance of the possible dispersal 
of the reserve fleet thereby. I shall endeavor to clarify the Department 
of Defense views on this general subject. 

Your committee has required the Department of Defense to com- 
ment on individual proposed bills that would authorize the sale of ships 
from the reserve fleet, with a view to ascertaining the probable impact 
of such proposed sales on the national-defense needs of our country. 
The Department of the Navy has been charged with the responsibility 
of expressing the views of the Department of Defense in each case. 

First, I would like to clarify the term “mobilization needs” as ap- 
plied to merchant shipping. It embraces the total tonnage of cargo, 
tanker, passenger, and other types of merchant shipping that the 
United States would immediately need in event of war to fully support 
a major war effort in accordance with approved plans. Mobiliza- 
tion planning, conducted jointly by the Department of the Navy and 
Maritime Administration, is not confined to purely military needs. 
Mobilization needs include the import requirements of industrial 
mobilization and the essential needs of the civilian economy. Mobiliza- 
tion plans are projected month by month beyond mobilization day 
(M-day) or the outbreak of war (D-day) and include schedules of ac- 
tivation of reserve fleet ships, schedules of conversion of selected 
merchant ships into naval auxiliaries, schedules of wartime construc- 
tion of new merchant shipping, and estimates of attrition through loss. 
Such plans provide a month-by-month comparison of estimated re- 
quirements versus estimated capabilities. 

The latest joint MARAD-NAVY analysis of shipping requirements 
versus United States active merchant-marine capabilities shows that 
should war break tomorrow there would exist a numerical deficiency of 
110 dry-cargo ships. Adequate quantitative lift, though largely out- 
moded and slow, would exist in the tanker and troopship categories. 
Projection of plans beyond the outbreak of war would reveal deficien- 
cies in both cargo ships and tankers. 

In commenting on proposed bills, our first step is to judge the impact 
on our mobilization needs. With an existing deficit in dry-cargo cap- 
ability, the Navy is naturally opposed to any sale that would act to 
increase the deficit. We normally do not oppose domestic sales to 
American citizens; however, in respect to a ship earmarked for mo- 
bilization use as a naval auxiliary, we would object to any alteration 
to such ship’s military configuration. 

In principle, we are generally opposed to outright sales foreign, 
as such sales tend to decrease our assured mobilization capability. In 
spite of a basic position of opposition to sales foreign, the Navy does 
not want to pose as an unalterable roadblock to the furtherance of 
relations with traditionally friendly foreign nations. Any com- 
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promise position must include proper safeguards to insure that vessels 
sold will be available to the United States upon request in time of 
emergency. A compromise position, as it affects the overall deficit, will 
entail an appreciable element of risk, regardless of guaranties. As 
regards the recommendation that general legislation (an omnibus type 
of bill) be enacted to cover sales from the reserve fleet, I wish to state 
that our basic policy of opposition to sales foreign would not be 
affected thereby. 

Senator Bratz. What does that last sentence mean, Admiral ? 

Admiral Burrowes. That means that if you lump all these miscel- 
laneous bills together, we still would adhere to the general concept 
that we oppose sales-foreign. 

Senator Brete. That is what I thought it meant. In other words, if 
we pass an omnibus type of bill and vest the authority in the Mari- 
time Commission to make sales foreign with the coastal restrictions 
and the price formula worked out, then do I understand you to say that 
the Defense Department and the Navy Department position would 
still be that they must object to sales foreign ? 

Admiral Burrowrs. That is what we feel, yes, as long as we have a 
deficit, and all of these other conditions we have mentioned exist. 
What we want to be sure of is that by lumping them all together, if you 
had one bad apple in the barrel, we wanted to be sure that that was 
still a bad apple, so far as we are concerned. 

Senator Biste. If I understood you correctly, so far as sales foreign 
are concerned, they are all bad apples in the barrel, is that true? 

Admiral Burrowes. That is right, sir. 

Senator Brste. The Navy’s position is that you still need 110 dry- 
cargo ships to bring the merchant fleet up to capabilities in case of an 
outbreak of war. 

Admiral Burrowes. That is right. If we had a deficit, we would 
have to state that we would oppose it. But this morning, if you re- 
member, the State Department favored some of these, and we say that 
we do not wish to be an unalterable roadblock, if the State Depart- 
ment had sufficient reason to overcome our objection. We consider that 
the Department of Commerce could referee and decide on the case. 

Senator Brete. We had the sale of ships to India and the sale of 
ships to Austria, and I believe the State Department commented fa- 
vorably on the sales of ships to both Austria and India to further our 
foreign policy. Do I understand that you sit around the table and 
the Navy Department or the Defense Department says “No; we are 
opposed to those sales”? Is that the position you take? 

Admiral Burrowes. We are opposed to the sales. If the State De- 
partment can produce sufficient evidence to show that there is an over- 
powering reason why we should do it, in spite of our objection, that 
is what we meant by the fact that we do not like to be a final and un- 
alterable roadblock in that respect. 

Senator Brstx. Is the Maritime Commission the final vote on that? 
They are the judge between your position of no sales, which I think 
is very clear, and the State Department saying they would like to make 
some sales to India and Austria, using those two countries as ex- 
amples? What does the Maritime Commission do in that sort of a 
circumstance, under that set of facts? 

Admiral Burrowes. I would consider that they would make the 
final decision. They do it with our advice, but if they have conflicting 
advice, somebody has to decide what the net result will be. 
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_ Senator Corton. Did the bill suggested by the Maritime Commis- 
sion require concurrence ¢ 

Senator Brete. I think it said it was one of the conditions. 

Mr. Lockey. Here isa copy of that bill. 

Senator Brste. We will clarify that one point that Senator Cotton 
raises. The bill, as proposed by the Maritime Commission, says— 
The Secretary of Commerce may enter into arrangements subject to all the pro- 
visions of this act, for transfer on an as-is, where-is, basis of any such vessel or 
vessels to the applicant if the Secretary is of the opinion that (1) after consulta- 
tion with and concurrences of the Secretary of State and the Secretary of De- 
fense, the transfer of such vessel would promote the national interest and would 


not be inconsistent with the provisions relating to sales or transfers foreign 
under sections 9 and 37 of the Shipping Act, 1916, as amended. 


I think your point is well taken, Senator Cotton. It seems to me if 
I read this correctly, the Secretary of Defense has the first veto power. 

Admiral Burrowes. We do. If it is a mobilization requirement, 
and we were insistent upon it on that ground, I think it would be a 
veto. 

Senator Brsrx. I am just a little boy from the desert and I do not 
understand all of these inner workings of these boat sales. If I un- 
derstand what you are saying, it is that if the general bill is passed 
and the State Department comes up and says “We think that would 
be in the furtherance of our foreign policy and the ship sale should 
be made,” then they go to the Secretary of Defense, if I understand 
your position correctly, and you say “No; we cannot, in view of the 
requirements for national defense, and keeping a sound mobilization 
basis, break loose those boats.” That is what you can say ? 

Admiral Burrowes. Yes. 

Senator Brete. What good does it do us to passa generallaw? You 
would not concur with it in the first instance, would you ? 

Admiral Burrowes. I think our mobilization base at the present 
time is a very restrictive item, and in most cases we would have to 
object to it on that ground. But I think that I would not like to go on 
the record as favoring the one about India or Austria or any particular 
bill. I think that should be weighed on its merits, if our capability 
was justifiable from a mobilization base point of view, then we could 
say that in principle we are against selling foreign, but that as far 
as the mobilization base is concerned it is all right. If the State 
Department can prove it to everyone’s satisfaction, I think we might, 
in certain instances, weighed on its own merits, not object to it. 

Senator Brie. I understood the determinations of the adequacy of 
the reserve fleet was the question that was for the determination of 
Defense and of Navy, speaking through you. 

Admiral Burrowes. That is right. But there are some ships in the 
reserve fleet of certain types that have a different degree of importance. 
It would have to be based on what type of ship it was, how many we 
had on hand and what we needed. 

Senator Brste. When do you make the determination as to the 
adequacy of the reserve fleet? Do you make that before or after the 
request comes to you ? 

Admiral Burrowes. We have that information available at all times. 
When a request comes in for a certain number and type of ship, we 
— say immediately whether it was proper under our mobilization 
plans. 
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Senator Brste. You could answer that question right now irrespec- 
tive of which country was involved, is that true 

Admiral Burrowes. That is right. 

Senator Bistr. Does that govern the problem of the Liberty ships? 
We have several bills concerning them. What is the situation as far 
as the Liberty ships are concerned from the defense point of view? 
Could you, with safety, break out any Liberty ? 

Admiral Burrowes. Well, that is part of our mobilization plans. 
I would say that, in general, we have a deficit in cargo ships, so I 
would say it would be a definite down check and a “no” on Liberty 
ships. 

Senator Brste. In other words, you feel from a defense standpoint 
you are unable to break out any Liberty ships? 

Admiral Burrowes. That is right. 

Senator Bintze. That would be the decision of Defense ? 

Admiral Burrowes. That is, for sales foreign. 

Senator Brste. I am talking about sales foreign. 

Are there any type of ships in the reserve fleet that you could 
break out without harming the mobilization base or being disruptive 
of the defense structure of the United States? 

Admiral Burrowes. We have certain types of ships in the reserve 
fleet which are earmarked for naval auxiliaries in time of mobilization 
or war, and on these particular types it would definitely be a “No.” 
However, there are some ships, for example, some C1-MAY-1’s, which 
if State and Commerce said they were needed, and we gave the “No” 
purely on a numerical cargo type of ship, we would acquiesce in a 
case of that type. 

Senator Biste. You say there are a number of them. Would you 
care to say how many you could break out with safety ? 

Admiral Burrowes. I would be very happy to provide you with that 
number. I would not like to go on the record as to a specific number 
off the cuff. 

Senator Breer. I think it would be helpful to tho committee, Ad- 
miral, in determining what is a very complicated problem. What we 
are attempting to determine is what value there would be in general 
legislation. 

It appears to me, as chairman of this committee, from the testimony 
that I have heard, that we are wasting our time if we pass this gen- 
eral legislation, because it has been prejudged. You say “No, we will 

not concur.” Maybe I do not understand you. If I do not understand 
you, I wish you would put into the record where there are ships that 
could be broken out without damage to the national] defense. 

Admiral Burrowes. The total numbers, of course, are kept by the 
Maritine Administration, and our defense needs are kept by us. That 

is where the comparison would have to be made. I understand we 
have 47 inventoried now. 

Senator Brete. You have what ? 

Admiral Burrowes. Forty-seven CIMAV1’s in the reserve fleet, in- 
ventoried. As to how many of those are needed for mobilization pur- 
poses, I would ask your indulgence to let me check on that. 

Senator Brere. Surely. You may have time for that. 

Is that the only type ship that you have in the fleet that could be 
broken out? 
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Admiral Burrows. It is the only type that I would mention off- 

hand, yes. 

Senator Bratz. Would you resurvey that and see if there are other 
types that could be broken out, and, if so, how many ? 

Admiral Burrowes. I would be very happy to do that, sir. 

Senator Brate. I would appreciate that. 

Senator Cotton ? 

Senator Corron. You are now talking about foreign sales? 

Admiral Burrowes. That is right. 

Senator Corron. Did I understand you to say that it is possible 
that some Liberty ships could be spared for sales to American citizens ? 

Admiral Burrows. I said that we were not opposed to sales domestic. 
I think that in all fairness each case should be weighed on its own 
merits. As far as the inventory is concerned, there are Liberty ships. 
The only restriction is that any alterations that are made to these 
ships, such as if a ship configured for an amphibious type, with boat 
storage and all of that, were torn up and converted with other types 
of equipment that destroyed her use as a naval auxiliary for which 
she was designed, then we would offer an objection to that. 

Senator Corron. Let me get this clear. I am a layman and I do 
not understand entirely all the implications. 

These Liberty ships are earmarked for defense purposes ? 

Admiral Burrowes. That is right. 

Senator Corron. The fact that some of them might be sold to Ameri- 
cans but not to foreign nations, is that on the theory that they are 
more quickly and easily repossessed in case of emergency ? 

Admiral Burrowes. That is correct, sir. 

Senator Corron. Some of those Liberty ships are in pretty poor 
condition, I understand from the testimony. 

Admiral Burrowes. I think that the Maritime Administration might 
take exception to that. 

Senator Corron. Their own report indicated that there were 92 that 
were not in very good condition. As part of your survey of your 
mobilization resources, have you considered the length of time it would 
take to get these ships in commission in case of emergency, in their 
present condition ? 

Admiral Burrowes. I would say “yes.” We have a regular sched- 
ule of recommissioning and getting them ready. We consider that a 
ship under the United States flag in operation is one of our best means 
of mobilization. It is fast because it is in operation and it requires no 
time and money to get it ready. 

Senator Corron. A ship under a flag of a friendly nation with an 
agreement that it be repossessed, is that worse than a ship that is lying 
up in the Hudson River that is not in commission, and which would 
have to be reactivated ? 

Admiral Burrowes. I consider that that would be a most difficult 
comparison to make. The locality, the geographical location of the 
ship, where it operated, are also factors. I consider that there is a 
certain amount of risk in trying to get them back, in manning them, 
and in getting them ready to operate under our control. 

Senator Corron. Do you not run somewhat the same risk with a 
ship under the American flag? It does not stay right around our 
shores. It may be caught in the European waters or in the Far East 
when war breaks out, might it not ? 
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Admiral Burrowes. Yes, but we consider we have a lot better con- 
trol over such a ship, including the protection they need at such times 
from our naval forces and control. 

Senator Corron. Thank you. 

Mr. Luckey. Admiral, many times before the committee the Navy 
Department’s position has been that a ship in operation is superior to 
a ship in the reserve fleet, which you have just restated here again. 
During the past 2 years, it has been the policy of the Maritime Admin- 
istration to permit the transfer of American-flag vessels owned by 
citizens of the United States to foreign flags, to friendly foreign flags, 
which we call under effective American control. 

As I understand the policy of the Maritime Administration, in all 
of these transfers they inquired of the Navy whether or not the Navy 
approved of these transfers. Am I to understand this morning that 
the Navy did not approve of these transfers at all ? 

Admiral Burrowes. We considered that they were under effective 
control, the ones that have been approved by the Navy Department 
and the Department of Defense so far. 

Mr. Luckey. You have no objection to those transfers, is that cor- 
rect ? 

Admiral Burrowes. That is correct. 

Mr. Luckey. You say that they are under effective control. You 
are referring to the Liberian, Panamanian, and Honduran flags ? 

Admiral Burrowes. Yes. 

Mr. Luckey. You feel there is a difference in effective control be- 
tween these three countries and the countries involved in these bills; 
is that your point ? 

Admiral Burrowes. I do consider that there is a difference. They 
are disposed of under different regulations and situations, whereby 
we get, for one thing (which has nothing to do with the control part, 
of course) construction as replacement. In regard to the control, we 
do it on the knowledge and faith in the fact that the operators of these 
ships are American citizens or that they are controlled by American 
citizens, and that we do have proper control, and that we can get them 
back when we need them. 

Mr. Luckey. I do not quite understand what you mean by control 
through the fact that the stockholders are American citizens. If the 
vessel is in unfriendly waters, as you pointed out a minute ago, in time 
of an emergency, how could you get it back ? 

Admiral Burrowes. Well, we: feel that under a situation of war, 
these ships would need our protection, for one thing, and that they 
would seek our control. 

Mr. Luckey. You do not feel that any of the countries that are 
applying for vessels at this hearing would be in the same position? 

As I understand the amended maritime bill, the same safeguards 
are put on these vessels proposed to be sold as the ones that have been 
transferred in the past. It is just a matter of going to different coun- 
tries, except for the control of stock, the stockholders. 

Admiral Burrowes. I am sorry to take this time, Mr. Chairman, 
but it is a very important type of answer, and it is a difficult one to 
explain. 

We consider that the flags that we have, limited to a very few 
countries, are a justifiable risk, whereas you cannot make a blanket 
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statement that every country that applies for our help in the way of 
shipping could be given the same faith and confidence. 

Mr. Luckey. Isn’t it true, Admiral, that some of the countries that 
privately owned vessels have been transferred to are not members 
of NATO, whereas some of the countries that are applying today are 
members of NATO? Would that not have some kind of effect upon 
your decision ? 

Admiral Burrowes. I do not think that that would be necessarily 
a very overpowering reason at all for making a decision. 

Senator Santen, May I interpolate a statement there? 

Not from the point of view of making a decision of whether we 
prefer to sell to a NATO country or some other country, but only on 
this matter of repossessing them, this matter of control, it is not quite 
clear to me why there would be any more certainty of repossessing a 
ship under the Panamanian flag somewhere on the high seas than 
there would be a ship that was sold under a repossession agreement and 
was engaged in carrying coal from Pennsylvania to Belgium or Ger- 
many and in no other traffic, but going back and forth between those 
two points. I just do not see why one would be more easily repossessed 
in an emergency than another. 

Admiral Burrowes. It is a very difficult feeling to explain. It is 
a matter of faith and confidence, and the financial control over them 
by the owners and operators of the ships. I think, as I mentioned 
before, that if war came, our world-wide naval protection in the form 
of our fleets, the 6th Fleet and the 7th Fleet, and our naval organiza- 
tion, worldwide, we have the feeling of confidence that we could get 
these ships back, the ones that we have O. K.’d so far. 

Senator Brste. Are there any further questions ? 

Mr. Bourson. When you say in your statement that from the latest 
maritime-naval analysis of requirements, you feel if war broke out 
tomorrow there would exist a deficiency of 110 dry-cargo ships, is 
that considered a serious deficiency ? 

Admiral Burrowes. I think that it is serious in respect to the fact 
that we would not like to see it become greater. It is not so serious that 
we think it would be detrimental to the initial war effort. We would 
like to decrease it, and we certainly would not like to increase it. 

Mr. Bourson. Would you say that this deficiency is greater or less 
than it was when the first survey was made by the Commerce Depart- 
ment 3 years ago under Mr. Murray? I believe they showed then 
there was a deficiency in tankers and dry-cargo vessels. Is it worse 
now or better ? 

Admiral Burrowes. I would say it is better, but as to the exact 
numbers, I would be very happy to verify the exact numerical improve- 
ment. 

Mr. Bourson. Would you say that the attitude of the Defense De- 
partment now with regard to ships under several foreign flags being 
under effective control is a change in attitude to that which existed 
several years ago when, for the first time, Admira] Will said that an 
American ship in operation was more desirable than a ship in the 
reserve fleet because it could be handled immediately ? 

It has only been within the last 12 months, let us say, that this con- 
cept of effective control has begun to be used rather generally. I am 
wondering whether that reflected the feeling that you might not need 
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as many ships in a future emergency as you have in the past two 
emergencies. 

Admiral Burrowes. I would say from my review of the past situ- 
ation that that feeling was a gradual transition, and that the feeling 
still exists that a ship, an operating ship, is in a higher availability 
category than one in the reserve fleet. 

Mr. Bourson. Have they ever figured a percentage of the recapture 
that this country might be able to make in its ships under foreign 
flag in case of a sudden emergency? Do you think you might get 50 
percent of them back, or more or less? 

Admiral Burrowes. I would s say more than 50 percent. As to an 
actual percentage on that, 1 would like to reserve the opportunity to 
supply that. 

“enator Birnie. You may do that. 

We will have 1 more day of hearing before we conclude on this 
particular type of legislation. You will have the opportunity of 
furnishing that for the record, Admiral. 

Admiral Burrowes. It is an hypothetical type of question at the 
moment. I would like to have some more advice on that before 
answering. 

Senator Brete. How often does Defense, or Defense through Navy, 
make an evaluation of the adequacy of the reserve fleet, Admiral ? 

Admiral Burrowes. Annually. We have an annual review by a 
committee composed of membership from the Maritime Administra- 
tion and the Department of the Navy. A report was recently sub- 
mitted. One was just completed in April of this year. It is an annual 
affair to revitalize our thinking and to get better statistics as to our 
inventory and our needs. 

Mr. Luckey. Admiral, you stated in your statement that the latest 
joint Maritime Administration-Navy analysis of shipping require- 
ments indicate that there exists a numerical deficiency of 110 dry-cargo 
ships. In that deficiency of 110 dry-cargo ships, are you including the 
dry-cargo ships that have been transferred foreign, and are under 
effective American control ? 

Admiral Burrowes. They are not considered in a deficiency, no. 

Mr. Luckey. They are not taken into consideration ? 

Admiral Burrowes. They are considered as an asset, in other words, 
and not a deficiency. 

Mr. Luckey. But they are not taken into consideration ? 

Admiral Burrowes. They are considered, yes, sir. They are con- 
sidered as a mobilization potential, on the plus side of the books, and 
not as a deficiency. 

Mr. Luckey. In other words, they are taken into consideration. 
You are lacking 110 dry-cargo ships. If you do not take into con- 
sideration these foreign-flag ships, you would lack maybe 500? 

Admiral Burrowes. We would have a greater deficiency. That is 
correct. 

Senator Bratz. Admiral, you may proceed. 

Admiral Burrowes. Thank you. 

The Department of the Navy recommends the enactment of general 
legislation (for sales foreign) for the purpose of approaching the 
problem of steadily mounting numbers of sales proposals, from an 
overall point of view. It should be noted that this recommendation 
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includes the stipulation that sales authorizations by the Secretary of 
Commerce be subject to prior approval of the Secretary of State and 
the Secretary of Defense. The enactment of an omnibus bill, such 
as the one proposed by the Department of Commerce, would enable 
the Departments of State, Defense, and Commerce to make more com- 
prehensive planning evaluations of pending and future sales pro- 
posals. 

Mr. Chairman, that concludes my statement. 

(Subsequently Admiral Burrowes submitted the information re- 
quested, as follows :) 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS, 
Washington, D.C., July 10, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: During my testimony of July 2, 1957, before the 
Senate Committee on Interstate and Foreign Commerce I was asked to provide 
additional information, for the record, with regard to proposed vessel sales legis- 
lation. The additional information is set forth below. 

While discussing the 47 CIMAV1’s in the national defense reserve fleet, as of 
March 31, 1957, I was asked how many of these ships were needed for mobiliza- 
tion purposes and how many could be broken out and sold foreign. Of these 
ships the Department of Defense has a mobilization need for 35. Despite a 
mobilization deficit in dry-cargo shipping, the Department of Defense would 
not object to a proposal by the Department of Commerce for the sale foreign of 
the remaining 12 ships, provided the Department of State advocated their sale 
for reasons of foreign policy. 

I was further asked to resurvey the inventory of ships in the national defense 
reserve fleet to see if there are other types that could be broken out and sold 
foreign. There are 35 coal-burning Liberty ships and 20 N3’s (coastal ships) in 
the national defense reserve fleet whose sale foreign, if proposed by the Depart- 
ment of Commerce and advocated by the Department of State for reasons of 
foreign policy, would not be objected to by the Department of Defense. 

A third question was for an estimate of a percentage of these foreign registered 
ships that the United States might be able to recapture in case of a sudden emer- 
gency. 

Considering those ships which we now have in the “effective control” category, 
we estimate that, provided they have not been lost to enemy action, our machinery 
for recovery is such that we could bring them all into United States Government 
use. Individual isolated cases such as sabotage might occur, but in no higher 
an order of percentage than in outright United States registered ships. 

I trust that the information contained herein will provide the committee with 
the information it was seeking. 

Sincerely yours, 
T. BURROWES, 
Rear Admiral, 
Director, Logistic Plans Division. 


Senator Bretze. Thank you, Admiral. 
We have three witnesses from out of town. I am going to try to 
accommodate the 2 witnesses from Detroit, Mich., and the 1 from 


San Francisco. I trust you may be able to keep your statements rela- 
tively short. 


After that, we will be in recess until July 11, at 10 o’clock. 
The next witness is Mr. Fairchild, Detroit, Mich. 


STATEMENT OF AUGUSTIN L. FAIRCHILD, VICE PRESIDENT, 
DETROIT & ATLANTIC NAVIGATION CO., DETROIT, MICH. 


Mr. Farcuizp. I am Augustin L. Fairchild, from Detroit, Mich., 
vice president of the Detroit & Atlantic Navigation Co. 
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My purpose in appearing before the committee today is to urge the 
passage of Senate Joint Resolution 93, as I believe that enactment of 
this legislation is essential if common-carrier water service is to be 
established on the Great Lakes and between the Great Lakes and our 
coastal ports. 

_ The opening of the St. Lawrence seaway will make great changes 
in the traflic pattern of the commerce of our States surrounding the 
Great Lakes. In order to export their commodities, our Great Lakes 
manufacturers must today use small and high-cost ships or transport 
them overland to ocean ports for loading aboard vessels to foreign 
ports. The imported products consumed in the Great Lakes area must 
follow the same route in reverse. But with the completion of the sea- 
way, waterborne route to and from the lakes to the world will be 
opened. Steamship companies of all nationalities have already be- 
gun their services with small ships and several American companies 
have indicated their desire to start subsidized services to foreign 
ports. It appears clear that the lakes will thus be amply served as to 
foreign. ” 

But we must remember that other changes of equal importance will 
be brought about. In the first place, trade between rapidly developing 
ports on the Great Lakes will be substantially stimulated. Second, 
we must also plan for waterborne service between the Great Lakes and 
the ports on the Atlantic and gulf coasts of the United States. These 
are new services which must be established by American ships alone 
and which involve substantial financial risks in their establishment. 
To establish them, we must be able to purchase vessels from the Gov- 
ernment reserve fleet on the same basis as our ocean operators were 
permitted to do for the reestablishment of their postwar fleets. Un- 
less we can purchase vessels from the laid-up fleet, reinstitution of the 
Great Lakes domestic service is impossible, not only because of the high 
cost of building new vessels, but also because of the substantial period 
of time which would be required to obtain delivery of new ships. 

The sale of vessels as provided by Senate Joint Resolution 93 is also 
required if Great Lakes operators are to be treated on the same equit- 
able basis as American ocean operators. You will recall that in the 
World War II, our Government requisitioned the Great Lakes’ as well 
as the oceangoing fleet. After the war, ocean operators were permitted 
to purchase Government-owned war-built ships under the pricing 
terms of the Ship Sales Act. 

Even shipowners of foreign nations were able to buy over a thousand 
of these war-built ships at basically the same price as American ocean 
operators. Unfortunately, while the opportunity was technically 
available to Great Lakes operators, they could not practicably utilize it. 
For the cost of bringing these vessels into the Great Lakes, plus the 
fact that the Great Lakes common-carrier services had died away dur- 
ing the war period for lack of ships, made the ventures financially im- 
possible. Moreover, the interpretation by the Maritime Administra- 
tion of the Ship Sales Act which permitted the reconversion of vessels 
for ocean use but did not permit their conversion for Great Lakes 
purchases and was eliminated by special legislation only, so far as I 
know, on the purchase of six C-4 vessels. 

With the opening of the St. Lawrence seaway, it will be possible for 
Great Lakes operators to bring vessels from our laid-up fleet into the 
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lakes without undue expense. Port development which is expanding 
as part of the boom on the lakes will make more port facilities available 
for these ships. As the seaway progresses business groups in the lakes 
have become more conscious of the cost advantage of waterborne ship- 
ping services. Such business groups now realize the savings that can 
be effected by water transport in our domestic system within the lakes, 
and between the lakes and our coasts, as a result of what they have 
Jearned about savings in direct shipment to and from foreign areas. 
Shippers are also aware of the value which feeder services will have to 
carry products from the more remote ports to the major lake ports 
which will handle the bulk of the foreign commerce. 

With the opening of the seaway, the products of the Great Lakes 
areas can be shipped by water to our east coast and to our gulf coast. 
Manufacturers on those coasts can in turn ship cheaply by water into 
the Great Lakes consuming areas. Both producing areas and consum- 
ing markets will thus obtain the benefit of cheap water transportation. 
Not only would it benefit the Great Lakes area and its industries and 
consumers, but will also benefit those on our east and gulf coasts. 

Enactment of the bill now before this committee will make possible 
the establishment of these trades with American ships. It will pro- 
vide employment for American seamen, development of American 
shore organizations, and will provide tax revenues to our Govern- 
ment. This bill will give the same privilege to Great Lakes operators, 
now that it is practicable to utilize such privilege, as was previously 
given to American coastal operators and to foreign-ship operators. 
This bill merely asks for a limited right for the sale of a limited num- 
ber of ships; perhaps it should be extended to permit additional vessel 
purchases by Great Lakes operators within a specified time. The price 
basis suggested is competitive, but not less than the price established 
by the Ship Sales Act, less depreciation, since the cutoff date of that 
statute. 

May I point out that the proposed bill not only would permit reestab- 
lishment of the Great Lakes services and the resultant benefits there- 
from, but it will also permit this to be done with no cost to the Govern- 
ment or the taxpayer. On the contrary, the Government should receive 
substantial sums for vessels which are presently in our reserve fleet 
where most have been since the end of the last war over 10 years ago. 
Instead of these vessels being an expense to the Government, the Gov- 
ernment will receive substantial sums for them. In the event of war 
or emergency, the seaway would permit these vessels, which would 
then be in operating condition, expeditiously to be brought back to the 
ocean for use wherever the Government may decide they are most 
needed. 

May I conclude by again urging upon this committee favorable ac- 
tion on Senate Joint Resolution 93? And may I again point out that 
not only will enactment of this legislation provide a substantial bene- 
fits toa large portion of our population, but that this can be done with- 
out expense to the Government and with substantial payments to the 
Government for the vessels purchased ? 

My company has common-carrier rights on the Great Lakes, which 
extend down to the New York State Barge Canal, in the Long Island 
Sound, and as far south as Savannah, Ga. The reason we are sup- 
porting this bill is that we would like very much to reenter the freight- 
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bulk trade or package-goods trade on the Great Lakes, through buying 
ships in this laid-up ) fleet and conv erting them in to complete container 
ships and operating them as container ships. You mention in the 
bill C-4’s. We are familiar with the C-4—SB2, which is one of those 
ships that the Navy had as a troopship. The troop-carrying capacity 
was below decks. They were in the form of pipe bunks. About a year 
ago this time, the Deputy Chief of Naval Operations in charge of 
logistics, Vice Adm. —. Goode, testified here in this room and 
stated that he had no objection to releasing those six C-4-SB-2’s, for 
that particular type of conversion, providing they were completely 
converted to container ships, which is our plan. 

Senator Corron. Converted to what ? 

Mr. Farrcuitp. Container ships. The particular type of a con- 
tainer is a box 17 feet long, the one that we have in mind, by 8 by 8. So 
far as I know, there are half a dozen different types of container ships. 
The Office of Chief of Transportation has in excess of 40,000 of these 
containers, not this size but half this size. Pan-Atlantic, ‘which oper- 
ates coastwise, are planning on a container double the size. The reason 
we could not go into any sort of a building program is that we do not 
know, nor does anyone else know, which is the desirable container. 
We will have to get that through a period of experimentation, a trial- 
and-error period. But if this joint resolution were to be enacted into 
public law, we would ask immediately for at least 2, and possibly 4, of 
these ships on a competitive-b'd basis. 

I noticed in Admiral Ford’s testimony, he commented on an as-is, 
where-is basis, and that would be our understanding, too, that there 
would be no question about us asking you to sell us a ship at X number 
of dollars; you put in the money to class those ships and then we take 
them on that basis. We would rather go the same way, on an as-is, 
where-is basis, take those ships from wherever they are in the layup 
fleet and get them up to the lakes, which we can do, convert them 
either on the seaboard or on the Great Lakes, depending on which is 
the more desirable conversion for us. 

May I point out one thing, Mr. Chairman? When you go to con- 
verting a container ship, a C-4, for example, to be completely con- 
verted to a container ship would cost not less than $2.5 million. As 
operators on the Great Lakes we cannot be subsidized. That is our 
own money. xvi e, we would have to lay out the $2.5 million or 
its equiv alent. I do not know what the equivalent of cash is but cash. 
There is no chance for us to feed at the public trough on a deal like 
that. 

We are not like the others that can go into a situation of that kind. 

It is the same thing as a common carrier. We get no subsidy as 
acommon carrier. We consider we come from a section of the country 
where the seaway is going to make us a fourth coast, and we come in 
under coast wise trading privileges. 

I see no reason why some « ‘omment cannot be made on the differences 
in pricing here. You talk about a C-4 costing a million and a half 
dollars. That is a C-4 classed. A C-—4 not classed under this price 
would be $920,000, let us say, and we would not be concerned with 
the bre: ikout, because we would be going through a complete revamp- 
ing of that vessel. 

Tn other words, it would be $920,000 plus $2.5 million, plus the cost 
of getting it up there. It would be about $3.5 million for the ship, 
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what it would cost on the lakes. There are other types of ships which 
would be ideal for this purpose, for short runs on the lakes, for ex- 
ample Detroit to Cleveland or Detroit to Buffalo, where we could use 
the C-1-MAV-1, or even the N-3, which is under another bill, ideal 
for that particular type of run, and which would come in under our 
common carrier rights. So far as going from the lakes to the coast, 
we do not know whether the Maritime or ICC would permit us to go 
around the St. Lawrence seaway and come down. We do know that 
we would like to, if we had a big enough ship. But we would have 
to gage ourselves by how much the toll will be through that canal and 
how the ships will get back and forth. We have a limitation and 
that limitation is ice. We can only operate so many months. If we 
are going inside or outside, we are governed by that icing condition. 
If we stay inside we can operate between the ports of Detroit and 
Toledo, for example, practically 12 months out of the year. We do 
that now. And between the ports of Detroit and Cleveland it would 
be about 10 months out of the year. 

Senator Bratz. I wanted to ask as to what the actual time is that 
you are in operation on the Great Lakes. 

Mr. Farrcuip. From an insurance viewpoint it is Apri] 15 to No- 
vember 30. But we go beyond that, depending upon whether or not 
somebody will pay the tariff, because our insurance rates for the 
first 10 days of December double, and then for the next 10 days they 
double again. You are not going to throw away a good customer by 
not absorbing some of that, and in some cases they will allow us a little 
more tariff. There is a great difference, too, between the bulk trade 
on the lakes and the freight load business. If this were to be opened 
up so that in the acquisition of these ships we would have to com- 
pete against the bulk carriers, it would be almost impossible for us 
to get back into the business. We could not hope to compete against 
them in pricing or competitive bidding. We would compete against 
people in our own line of business, and there are at least eight that 
I know of with certificates who do operate at the present time out 
of the port of Detroit. 

We don’t operate general freight bulk. We operate products such 
as pig iron, bar steel and so forth. We know we cannot operate profit- 
ably in the normal freight bulk trade. We would go broke fast. We 
came to the conclusion a good many years ago that what we had to do 
is get a container. That container, incidentally, is interchangeable 
between truck, rail, and ship. 

Senator Brete. Thank you, Mr. Fairchild. 

Are there any questions ? 

Mr. Luckey. Mr. Fairchild, were you present when Admiral Ford 
presented Maritime’s proposed amendment to Senate Joint Resolu- 
tion 93% 

Mr. Fatrcnim. I was. 

Mr. Luckey. Would the amendments proposed by the Maritime Ad- 
ministration be acceptable to you? 

Mr. Farrcuitp. Could I supply an answer for that ? 

Senator Brste. The record will be left open for a week, and I will be 
happy to have your comments on the suggested amendments made 
by Admiral Ford to Senate Joint Resolution 93. 

Mr. Fatrcninp. Thank you very much. 
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Senator Brstx. The record will be open until Thursday, July 11. 
It is a little longer than a week. 

Mr. Farrcuitp. Thank you. 

(Mr. Fairchild’s comments, submitted in a letter to Senator Magnu- 
son, committee chairman, under date of July 10, 1957, will be found 
on p. 273. 

RG Bisie. The next witness will be Mr. McMillan, of Detroit, 
Mich. 


STATEMENT OF JAMES McMILLAN, PRESIDENT, GREAT LAKES 
OCEANIC LINE, INC., DETROIT, MICH. 


Mr. McMitian. Thank you, Mr. Chairman. 

Senator Brsie. This appears to be a short statement. You may 
proceed to read it. 

Mr. McMiutan. Thank you, sir. 

My name is James McMillan. I am president of Great Lakes 
Oceanic Line, Inc. I am appearing in support of Senate Joint Resolu- 
tion 110. The primary purpose of this legislation is to grant permis- 
sion to the Maritime Administration to sell a troopship of the C-4 
type to the highest responsible bidder subject to established Maritime 
Administration terms and conditions. 

Our company was formed to purchase a ship of this type and to 
convert her to a modern, air-conditioned, first-class American cruise 
passenger vessel at a cost of $12 million to $14 million carrying be- 
tween 650 and 750 passengers and a limited amount of cargo. 

The ship is to be of one-class, operating cruises out of gulf ports to 
island ports in the Caribbean during the fall, winter, and eariy spring 
and using the newly opened St. Lawrence seaway in the spring of 
1959 to establish a modern first-class American passenger ship on the 
Great Lakes to cruise between American and Canadian ports during 
the summer months. 

Under this proposal it is contemplated that the cruises will be of 
1 week or 2 weeks duration and the fare will be priced so that it will 
attract the lower and middle-class wage earner. At the present time 
the ships cruising out of gulf ports and the remaining two passenger 
ships on the Great Lakes are old and do not offer the type of voyage 
contemplated. 

Because such a ship cannot be operated profitably for only 90 days 
on the Great Lakes the opening of the St. Lawrence seaway will make 
it possible to employ the ship year around by the combination of the 
fresh- and salt-water trades. 

The company has engaged well-known traffic engineers to investi- 
gate economic feasibility and marketing conditions. Their reports 
have been favorable. 

The ship, of course, will be converted in American yards, sail under 
the American flag and hire American seamen, it being estimated that 
the ship’s complement will be approximately 250 persons. 

Last year a similar resolution was introduced by Senator Butler 
and favorable reports were submitted by the Department of Commerce, 
the Department of the Navy, and other administrative departments 
concerned and this committee also favorably reported but unfortunate- 
ly the Congress adjourned before final action could be taken. 
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(The Commerce Department report referred to follows:) 


THE SECRETARY OF COMMERCE, 
Washington, D. C., July 23, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: There is enclosed a copy of an amendment which I am 
informed will be proposed by the Honorable John Marshall Butler as an amend- 
ment to Senate Joint Resolution 177, pending on the Senate Calendar (S. Rept. 
No. 2636). The amendment would authorize the Secretary of Commerce to sell 
a C—4 type vessel for conversion to a passenger vessel for use in Great Lakes and 
South Atlantic Caribbean operations. The amendment conforms to the provisions 
of Senate Joint Resolution 177, except as to the proposed operations. 

There is also enclosed a copy of a communication from the Great Lakes- 
Oceanic Lines, Inc., a prospective bidder, detailing reasons for the proposed 
sale, conversion, and operation of a C—4 vessel. 

This Department favors the adoption of this amendment, as proposed to be 
made to Senate Joint Resolution 177. 

It is understood, through conference with Admiral Roscoe Good, Deputy Chief 
of Naval Operations (Logistics), that the Department of the Navy favors the 
sale of this type vessel for conversion to a passenger vessel. 

Due to the urgency of this matter we were unable to obtain the advice of the 
Bureau of the Budget as to the relationship of this legislation to the program 
of the President. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


Mr. McMitan. We believe the proposed legislation containing nec- 
essary and proper Government safeguards will greatly promote the 
interest of the American merchant marine. 

If there are no American passenger ships on the Great Lakes after 
the seaway opens, the foreign-flag ships will certainly have a monopoly. 
There is only one line out of New Orleans in the gulf, Alcoa, with very 
limited passenger capacity. They would welcome a large cruise ship, 
as they have to turn away at the present time hundreds of applicants. 

If the Maritime Administration has suggestions or recommenda- 
tions in connection with this matter, I would like an opportunity to 
comment on them. 

Senator Brete. You will be given that opportunity. The record 
will be kept open for a week, Mr. McMillan. We appreciate having 
your testimony. 

Are there any questions ? 

If not, we thank you very much. 

(Mr. McMillan later submitted a supplementary statement, as fol- 
lows :) 


SUPPLEMENTARY STATEMENT OF JAMES MCMILLAN, PRESIDENT, GREAT 
LAKES/OCEANIC LINE, INC. 


Supplementing my statement before your committee on July 2, 1957, I wish 
to point out in further support of Senate Joint Resolution 110 that— 

Whereas the Maritime Administration in their statement to your committee 
on July 2, 1957, re Senate Joint Resolution 110 advise that while in general, just 
as a year ago, they approve Senator Butler’s bill, Senate Joint Resolution 110, 
they suggest that the proposed trading area be restricted as determined by the 
Maritime Board. 

We are opposed to this suggested restriction. 

As the regulations now stand, the Maritime Administration has control over 
the situation, since the vessel must operate on a route which will not hurt other 
American lines and be satisfactory to the Maritime Commission. 
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Our traffic survey engineers, Coverdale & Colpitts, under the guidance of Mr. 
Slater, former president of American Export Lines, certainly do not recommend 
our competing with American lines. They advise us that the only American ships 
running out of New Orleans and/or Houston are the Alcoa Lines whose ships 
carry very few passengers. The Alcoa people welcome our inquiries as they are 
besieged with requests for transportation which they cannot handle. On the 
Great Lakes there are but 2 remaining American cruise ships, both small and 
44 years old. 

Senator Bretz. Our next witness is Mr. Thomas B. Crowley, of San 
Francisco, Calif. 

Mr. Crowley, you may proceed. 


STATEMENT OF THOMAS B. CROWLEY, PACIFIC BARGING CO., SAN 
FRANCISCO, CALIF. 


Mr. Crow.ey. My name is Thomas B. Crowley. I represent the 
Pacific Barging Co., Pier 14, San Francisco, Calif. The Pacific 
Barging Co. is owned jointly by myself and the Oliver J. Olson Co. 
which engages in the coastwise transportation of lumber by self-pro- 
pelled vessels and barges on the Pacific coast. 

The Pacific Barging Co. has recently completed the new construc- 
tion of two combination lumber and bulk liquid barges for transporta- 
tion on the Pacific coast. These barges cost a total of one and a 
quarter million dollars which capital was put up by private enterprise 
at 5 percent interest, with no Government loans or guaranties. 

These barges each carry 4 million feet of lumber, 6,000 short tons, 
and have made a few loads in the coastwise trade and have proven very 
satisfactory and practical lumber carriers. There is more than ade- 
quate equipment on the coast, however, for the transportation of lum- 
ber and, as a result, these barges have been laid up and waiting for 
business a good part of the time. Some of the self-propelled ships in 
the trade are also laid up due to lack of business and since the barges 
and self-propelled ships in the trade are also laid up due to lack of 
business and since the barges and self-propelled ships perform the 
same type of services in the transportation of lumber, it is obvious that 
the sale by the Government of these N-3 ships would compete directly 
with these new barges. 

We strenuously object to this bill, S. 2241, and the companion bill, 
H. R. 8173, because it would have the effect of selling laid-up Govern- 
ment vessels to compete with private enterprise. The bill provides 
for an upset sales price representing the depreciated value of these 
vessels and a 25 percent downpayment with 10 years to pay at an inter- 
est rate of only 314 percent. In effect, the Government would be sub- 
sidizing the purchasers of these vessels by a low interest rate, a low 
price and a long-term payment. 

This sort of subsidy in the domestic coastwise trade will prevent 
private capital from ever making any further investments in new and 
modern marine equipment. 

I understand that this bill has been requested by one of our com- 
petitors in order to purchase some of these vessels for the Pacific 
coastwise lumber trade in competition with us after we have put this 
private capital into specialized modern vessels for the trade. We 
object to the Government subsidizing our competitor with laid-up, 
war-built equipment and specialized financing and interest rates. 
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One of the reasons that the coastwise lumber transportation business 
is slow is that the Government has reduced the credit extension on 
home building to such an extent that the home construction program 
is greatly retarded. If the Congress wishes to extend financing and 
low interest rates, we think they will much better serve the lumber 
industry by extending this to home building rather than to coastwise 
steamship operators in a trade where there is already an excess of 
carrying capacity. 

I would like to put before the committee the thought that if the 
Government is going to dispose of the war-built lay-up fleet, it should 
be done on an overall policy basis. The patchwork method of selling 
a few ships here and a few ships there when somebody wants some- 
thing is very unnerving to private capital who engage in the water 
transportation business with their own funds and attempt to build 
new equipment aiding the domestic shipbuilding industry as well as 
building up modern equipment for the American merchant marine. 

If the domestic water carriers are expected to operate without sub- 
sidy and the offshore trades are to be subsidized, then these vessels 
should only be sold for offshore trades or for foreign service. On the 
other hand, if the Congress decides that these laid-up vessels should be 
sold for the domestic trades, then the Congress should get up an over- 
all long-range plan and a definite procedure ‘as to how these vessels 
will be sold for cash to the highest bidder so that private capital that 
is willing to invest in the American merchant marine can have its 
choice of buying these surplus vessels at a cheap price or building 
new equipment with private capital in American shipyards. 

We strenuously object to this particular bill because it has the effect 
of selling surplus war-built vessels to our competitor where we had 
to invest a million and a quarter dollars of our own money a year ago 
to build new vessels for this very trade. We object to the subsidiza- 
tion of the domestic water trades by low downpayments, low interest 
rates and long-term financing by the Government. We do not think 
this is fair, particularly in this particular trade where there are al- 
ready more vessels to move the lumber than there is lumber to move. 
We feel that if the Government has to get rid of the lay-up fleet they 
do it on a broad overall basis so that private industry knows where 
it stands and what should be done in the future. 

Even this would come a little late as far as we are concerned be- 
cause we have already spent our million and a quarter dollars in good 
faith. 

Senator Bretz. Thank you very much, Mr. Crowle,. That is a 
very clear statement. 

We have a number of letters and telegrams supporting the position 
that you are taking in opposition to Senate bill 2241. 

Mr. Reporter, I will ask that the telegrams and several letters on 
the same subject in opposition to Senate 2241 be incorporated at this 
place in the record. 

(The letters and telegrams follow :) 

THE Dattes, OrzEG., June 28, 1957. 
Irvin Horr, 


Assistant to Senator Warren Magnuson, 
Senate Office Building, Washington, D.C.: 


Understand there is Senate bill 2241 hearing set for next week proposing to 
authorize sale to W. R. Chamberlain Steamship Co., three N-3 vessels for use 
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in lumber trade along Pacific coast. Upper Columbia River Towing Co. requests 
your assistance in opposing favorable consideration of this legislation on grounds 
that it would afford Chamberlain a distinct advantage in acquiring low-cost, low- 
interest vessels and permit unfair, unjust, and unreasonable competition to all 
other lumber carriers on Pacific coast. 
Upper CoLUMBIA RIVER TOWING Co., 
Harry C. Burnett, Trafic Manager. 


San Francisco, Catir., June 28, 1957. 
CHAIRMAN, SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Senate Office Building, Washington, D.C. 

Am opposed to Senate bill No. 2241 because I believe that it competes unfairly 
with port industry and its effect would cut down construction of new vessels in 
California shipyards. The shipyard industry in California is still very definitely 
in the doldrums and cannot stand any law that would tend to remove possible 
new business. 

Louis Ets HoxKIN, 
Chairman, Governor Goodwin Knight Committee on Ship Construction 
and Repair. 


SEATTLE, WASH., June 28, 1957. 
SENATE COMMITTEE ON INTERSTATE AND F'OREIGN COMMERCE, 
Washington, D.C.: 
We are protesting Senate bill 2241 and authorize Mr. Thomas B. Crowley to 
speak in our behalf. 
TacoMa Tue & BarGE Co. 


San FRANCISCO, CALir., June 28, 1957. 


SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
United States Senate, Washington, D. C.: 

Gentlemen, we firmly protest the sale of N-3 coastal vessels by United States 
Maritime Commission as proposed in Senate bill S. 2241. Said vessels would 
compete directly against two vessels recently built by us with commercial bank 
loans obtained in the tight money market at substantially higher interest rates. 
Such sale would be unfair to the purchasers’ competitors, the shipbulding in- 
dustry, and lending institutions. We respectfully ask your disapproval of the 
proposed sale. Thomas B. Crowley is hereby authorized to represent us before 
your committee. 

J. JENKINS, 
Pacific Barging Co. 


SEATTLE, WASH., June 28, 1957. 
SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C.: 
We are protesting Senate bill 2241 and authorize Mr. Thomas B. Crowley to 
speak in our behalf. 
Carry Davis Tue & BarGE Co. 


SEATTLE, WASH., June 28, 1957. 
SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C.: 
We are protesting Senate bill 2241 and authorize Mr. Thomas B. Crowley to 
speak in our behalf. 
Puaet SounpD Tue & BARGE Co. 


SEATTLE, WASH., June 28, 1957. 
SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C.: 
We are protesting Senate bill 2241 and authorize Mr. Thomas B. Crowley to 
speak in our behalf. 
ALASKA BRITISH COLUMBIA TRANSPORTATION CoO. 
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SEATTLE, WASH., June 28, 1957. 


SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C.: 


We are protesting Senate bill 2241 and authorize Mr. Thomas B. Crowley to 
speak in our behalf. 


DRUMMOND LIGHTERAGE Co. 


San Mateo, CAtir., June 28, 1957. 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Senate Office Building, Washington, D. C.: 


Re Senate bill S. 2241: We oppose passage of this bill inasmuch as ships to be 
entered in trade now overtonnaged. We have both steamers and barges avail- 
able to handle all cargo offered. One vessel now tied up lack of cargo and 
barges being used for bulk oil one way only. No lumber cargo available south- 
bound trade and no present prospects of substantial future business to justify ad- 
ditional tonnage being entered in the trade, furthermore, reopening of 1946 Ship 
Sales Act, except in extreme necessity, can bring about serious results to all au- 
thorized carriers in the lumber trade. Investment in barges which were granted 
certificate of necessity predicated on Ship Sales Act 1946 provisions. Addi- 
tional ships in trade would seriously impair return of captal. We protest passage 
and authorize Mr. Thomas Crowley to represent us in hearing before your com- 
mittee. 

OLIVER J. OLSEN & Co., 
E. WHITNEY OLSON, President. 


UnrItTep STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
July 2, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Washington, D.C. 

Deak SENATOR MAGNUSON: Enclosed is a wire dated June 28 addressed to me 
with respect to the bill S. 2241, by Mr. Harry C. Burnett, traffic manager, Upper 
Columbia River Towing Co., The Dalles, Oreg. 

The enclosure is supplied in connection with the committee’s consideration of 
the above-numbered bill. I would appreciate your including the wire as a part 
of the record in this case. 

With best personal regards, 

Sincerely, 


WAYNE MORSE. 


THE DALLES, OREG., June 28, 1957. 
WILLIAM BERG, 


Executive Assistant to Senator Wayne Morse, 
Senate Office Building, Washington, D. C.: 


Understand there is Senate bill 2241, hearing set for next week proposing to 
authorize sale to W. R. Chamberlain Steamship Co. three N-3 vessels for use in 
lumber trade along Pacific Coast. Upper Columbia River Towing Co. requests 
your assistance in opposing favorable consideration of this legislation on grounds 
that it would afford Chamberlain a distinct advantage in acquiring low cost, low 
interest vessels and permit unfair, unjust, and unreasonable competition to all 
other lumber carriers on Pacific Coast. 


UppPeR CoLUMBIA RIVER TOWING Co., 
Harry C. BuRNETT, Trafic Manager. 


ALASKA STEAMSHIP Co., 
Seattle, Wash., June 12, 1957. 
Unirep States SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 
(Attention Mr. Edward Jarratt.) 
GENTLEMEN: Our attention has been called to S. 2241, a bill presently 
before the Senate Committee on Interstate and Foreign Commerce, which would 
authorize the Secretary of Commerce to sell two Government-owned N-3—M-—A-1 
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type vessels to citizens of the United States possessing certain qualifications. 
We are advised that this legislation has been introduced at the request of Cas- 
cade Shipping Corporation of Portland, Oreg., and that the proposed bill pro- 
vides in part that the vessels “be operated only in the intercoastal and/or 
coastwise trade of the United States including ports in the Territory of Alaska.” 

Alaska Steamship Co. respectfully requests that this proposed legislation be 
amended to exclude these ships from the Alaska trade so long as there re- 
mains due the United States any principal or interest on account of the purchase 
price. We further request that if such amendment cannot otherwise be made, 
that a hearing be held on this bill at which Alaska Steamship Co. could be given 
an opportunity to testify. 

In making this request we have in mind that Alaska Steamship Co., in May 
of 1956, purchased from the Maritime Administration the vessels Square Knot 
and Square Sinnet (since renamed Tanana and Tatalina respectively), as au- 
thorized by Private Law 629, 84th Congress, chapter 272, 2d session, approved 
May 14, 1956. In accordance with Private Law 629, Maritime Administration 
contracts MA~—1226 and 1227 with Alaska Steamship Co. covering the sale of these 
vessels, include the following provision : 

“Art. 7. Operation of the vessel. (a) Except with prior approval of the 
Secretary of Commerce the vessel shall, during the period ending December 
31, 1965, or so long as there remains due the United States any principal or in- 
terest on account of the purchase price of the vessel, whichever is the longer 
period, be operated only in service between the ports in the Puget Sound area 
of the United States and the ports in the area now covered by the Territory of 
Alaska. (b) The foregoing provision respecting operation shall run with the 
title to the vessel and be binding upon all owners thereof.” 

In accepting without “quibbling” the restriction quoted above, which restriction 
effectively prevents Alaska Steamship Co. from operating these vessels in the 
coastwise or intercoastal trades, we feel that we are entitled to the same protec- 
tion from the competition of former Government-owned vessels as has been 
given coastwise and intercoastal operators by the restriction imposed on Alaska 
Steamship Co. 

Sincerely, 
MELVILLE McKINSTRY, 
Vice President and General Manager. 


THe Dates, OreEG., June 28, 1957. 
JOHN JONES, 


Ezvecutive Assistant to Senator Richard Neuberger, 
Senate Office Building, Washington, D. C.: 


Understand there is Senate bill 2241 hearing set for next week proposing to 
authorize sale to W. R. Chamberlain Steamship Co. three N-3 vessels for use in 
lumber trade along Pacific coast. Upper Columbia River Towing Co. requests your 
assistance in opposing favorable consideration of this legislation on grounds 
that it would afford Chamberlain a distinct advantage in acquiring low cost, 
low interest vessels and permit unfair, unjust and unreasonable competition to 
all other lumber carriers on Pacific coast. 


Upper CoLuMBIA RIvER Towne Co., 
Harry C, BuRNeEtT, Trafic Manager. 

Senator Breie. Are there any questions of Mr. Crowley ? 

If not, thank you, Mr. Crowley. 

Mr. Crowtry. Thank you, Mr. Chairman and members of the 
committee. 

Senator Brete. At this point in the record, I will ask the reporter 
to insert the statement submitted by Richard W. Kurrus on behalf 
of the Santana Compania Naviera, 8. A., concerning S. 2265. 

(The statement referred to follows :) 


STATEMENT OF RICHARD W. KuRRUS OF WASHINGTON, D. C., IN Support or S. 2265 


My name is Richard W. Kurrus. I am an attorney in Washington, D. C., with 
offices at the Washington Building. I am appearing here today on behalf of 
Santana Compania Naviera, S. A., a Uruguayan company, which has been re- 
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sponsible for the introduction of S. 2265, and, on their behalf, I should like to 
urge your committee’s favorable consideration of S. 2265 and its passage in the 
Senate of the United States. 

Uruguay, as you know, is a country of approximately 72,153 square miles with 
a population of approximately 2,750,000 people. The country is the smallest, but 
one of the most advanced republics in South America. The chief products of 
Uruguay are meat, wool, rice, tobacco, oats, and linseed. The textile and wine- 
making industries are extremely important, and Uruguay is in the incipient 
stages of developing a manufacturing industry. 

Uruguay is bounded on the north and east by Brazil, on the south by the South 
Atlantic Ocean and the River Plata, and on the west by Argentina. As can be 
readily seen from the map, the country’s coastline between the River of Uruguay 
on the south, the boundary between Argentina and Uruguay, and Brazil on the 
north is rather limited. Nevertheless ocean transportation is extremely im- 
portant to Uruguay, and proper and adequate ocean transportation is neces- 
sary for the development of the country’s economy. Montevideo, the capital of 
Uruguay, has one of the finest harbors in the world, and the River of Uruguay 
is navigable from the Plata to Salto, 200 miles north into the interior of Uruguay. 

The need for more adequate water transportation is especially great for 
Uruguay’s own limited domestic trades and for the trades between Uruguay and 
Brazil and Uruguay and Argentina. These are trades that have not been en- 
gaged in by United States-flag vessels. In large part, the trades are inadequately 
served by the vessels of any nationality, and to that extent the economy and 
natural commerce of Uruguay is being hindered. 

Uruguay has never had a comparatively large merchant marine of its own. 
It has been almost completely dependent upon the vessels of other nationalities 
for the movement of its increasing foreign commerce. Uruguayan citizens are 
now most anxious to correct this deficiency. 

§S. 2265, which was introduced by Senator Butler, was prepared at the instiga- 
tion of Santana Compania Naviera, 8. A., a Uruguayan company, composed of 
Uruguayan citizens. These citizens of Uruguay, who would purchase vessels 
under this bill, are not seeking special favors from the United States to the 
detriment of the United States own citizens. It is fully realized that it would 
be improvident for citizens of Uruguay to request vessels from the United States 
maritime reserve fleet if these vessels were intended to compete with vessels of 
United States-flag registry. The Uruguay citizens here represented do not so 
request, and the vessels which are sought under S. 2265 would be restricted 
by the terms of the bill from competing with United States-flag vessels during 
their entire economic lives. 

It is submitted that the terms of this bill are consonant with the interests 
of the American merchant marine, and that the sale of the ships contemplated 
thereunder would greatly promote the economy of a friendly neighbor of the 
United States and would in turn promote the national defense and other interests 
of our Western Hemisphere alliance. 

Specifically, no vessels could be sold under S. 2265, unless the purchaser shall 
agree to the following conditions specified in the bill: 

(1) Repair work necessary to place any vessels purchased hereunder in 
class according to the standards of the American Bureau of Shipping shall 
be done in a domestic United States shipyard ; 

(2) Any vessels purchased hereunder shall be employed for their re- 
maining economic lives in the coastal service of South America or in such 
other services that are not competitive with vessels registered under the 
laws and flag of the United States; 

(3) Any vessels purchased hereunder shall not trade with Communist- 
controlled nations at any time during their remaining economic lives: 

(4) Any vessels purchased hereunder shall be available to the United 
States in times of military or economic emergency and may be requisitioned 
by the United States for this purpose, and such vessels shall be subject to 
the provisions of section 902 of the Merchant Marine Act, 1936, as amended, 
to the same extent as if they were owned by citizens of the United States; 
and 

(5) Any vessels purchased hereunder will not be transferred or sold by 
the original purchaser without the prior approval of the Maritime Adminis- 
trator. 

These conditions should make the terms of S. 2265 especially attractive and ac- 
ceptable to all interests of the United States. Purchasers under the bill can be 
required to post a bond to satisfy the performance of the conditions, if necessary, 
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and I would suggest that such a bond, if required, be reduced by a certain amount 
each year after the sale so as to reflect the decreasing economic value of the ves- 
sels. The purchasers could also be required to receive the prior approval of the 
United States Maritime Administrator, through proper diplomatic channels, in 
order to place the vessels in any other trade that might possibly be competitive 
with United States-flag vessels. 

In closing, I should like to point out that the citizens of Uruguay here repre- 
sented are not interested in acquiring these vessels for purposes of receiving spec- 
ulative profits by either resale or by engaging in general world commerce. The 
vessels would be used for the foreign and domestic commerce of Uruguay. These 
trades are marginal trades insofar as transportation rates are concerned an‘ 
the economic return to the owner, if any, would not be great. It is urged, there- 
fore, that the passage of S. 2265 will greatly foster and promote the economic de- 
velopment of Uruguay and will contribute to the national defense and inter- 
ests, therefore, of all friendly nations within the Western Hemisphere. 


Senator Brate. Next I will place in the record a telegram received 
from George W. Morgan, president, Association of American Ship 
Owners, in opposition to S.2038. 

(The telegram referred to follows:) 

NEw YorkK, N. Y., July 1, 1957. 
Hon. WARREN G. MAGNUSON, 


United States Senate, 
Washington, D. C.: 

In connection with tomorrow’s hearing on bills to authorize vessel sales, I re- 
spectfully ask that the committee consider in opposition thereto the principles 
set forth in my statement of June 11, 1957, on S. 2038 et al. 

GEORGE W. MorGAn, 
President, Association of American Ship Owners. 


_ Senator Brsre. If there is nothing further, the committee will stand 
in recess until 10 o’clock July 11, 1957. 


(Whereupon, at 4: 15 p. m. the committee was recessed, to reconvene 
at 10 a. m. Thursday, July 11, 1957. 
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THURSDAY, JULY 11, 1957 


Unrrep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., Senator Alan Bible 
presiding. 

Senator Bratz. The subcommittee will come to order. 

It is the hope of the chairman that we can conclude our hearin 
today. It may be that the condition on the floor is such that we will 
be unable to do so because I think we are in session at 10: 30, and it is 
the understanding that there will be no extended hearings during the 
time that we are in session. It might be necessary to have one further 
hearing, but it would be my hope that we could conclude the hearings 
this morning. 

The first witness is Mr. Kurrus. At the present time we have 16 
bills involving 183 vessels. I believe we have heard testimony on 
behalf of most of the proponents of the bill. The Chair is happy to 
report that since the last hearing no new vessel sales bills have been 
introduced. So I believe that we are in a position to conclude these 
hearings this morning. 

Mr. Kurrus. 


STATEMENT OF RICHARD W. KURRUS, ON BEHALF OF SANTANA 
COMPANIA NAVIERA, §. A. 


Mr. Kurrus. Mr. Chairman, I am appearing here on behalf of two 
bills, and they are entirely unrelated to one another. I am appearing 
on behalf of C. Pappas Co., Inc., of 540 E Street, Boston, Mass., in 
support of the passage of Senate Joint Resolution 111, by Senator 
Saltonstall. Similar bills were introduced in the House by Congress- 
man McCormack and Congressman Ray, respectively. These bills 
would extend Public Law 938, 84th Congress, for 1 year. Public Law 
938 authorized sale of two vessels for use in trade routes to Cuba and 
Mexico. These at the present time are the only services declared essen- 
tial by the Maritime Administration where there is no overall United 
States-flag service. There has been no comprehensive United States 
flag service in these trades since the New York-Cuba Mail Line gave 
up its subsidy in 1951. The same reasons which supported the pas- 
sage of Public Law 938 now support its extension. 

The general pattern of the operating subsidy program ~inder 
title VI of the Merchant Marine Act contemplates the establish- 
ment of so-called essential foreign trade routes and under that act the 
Maritime Administrator to whom was delegated the function by the 
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Secretary of Commerce has established various essential trade routes. 
As I have said, the trade routes 3 and 4 insofar as they involve service 
to Cuba and Mexico are the only trades where there isn’t any United 
States flag operator offering an overall service. ; 

_ The Government’s interest in this route has run into several mil- 
lions of dollars since the New York-Cuba mail line terminated the 
service on the route. This line was subsidized both under the prior 
ocean mail subsidy contracts and from the outset of the Merchant Ma- 
rine Act of 1936 to 1950-51. 

The bill as originally passed and supported by the testimony of its 
proponents, contemplated the institution of a so-called container serv- 
ice. Substantial delays were encountered, and it was impossible to act 
under the bill. My client is interested in proceeding under the bill as 
it is written. We are interested in starting a container service which 
is probably the only way that a United States flag operator can get 
back on to these particular routes. 

Unfortunately, the bill expires on August 3 of this year, and the 
time is now too short to put together the entire program within the 
existing time limit. 

C. Pappas & Co. has been actively working on proceeding under the 
bill for over 3 months. The bill is open to any United States citizen. 
The service that would be instituted, as I said, is a new type of service 
that has been supported both by the Maritime Administration and the 
Department of the Navy. There are certain bugs, however to be 
worked out, such as the proper type of ships and the proper containers. 

In addition to these operational problems, many problems would 
have to be worked out with both the Maritime Administration and the 
Federal Maritime Board, including the following: The invitations for 
bids on the ships, the purchase of the ships, title 11 insurance appli- 
cation, construction differential subsidy application and operating sub- 
sidy application, actual purchase of the ships, actual reconditioning 
and reconversion work in a domestic shipyard, and arrangements for 
pier and terminal facilities. 

These are only some of the major problems which would confront the 
persons seeking to move under Public Law 938. It would be a physical 
impossibility to complete these matters before August 3. 

The Maritime Administration, the Department of Defense, and the 
Department of Commerce supported the original bill. Admiral Ford, 
on July 2 at the last hearing, testified that the Maritime now supports 
the extension. Admiral Ford has testified, however, that Public Law 
938 should be amended to conform as far as applicable to the drafting 
of Senate Joint Resolution 93 amended as the Department proposes. 
It is impossible to comment specifically on the testimony of Admiral 
Ford in this respect because Maritime has suggested no specific re- 
drafting of Public Law 938, and I do not fully understand what 
changes they would propose to make. 

I am not clear whether they would change the pricing formula in 
938, which is the same formula which they had suggested to the last 
Congress. Certainly a higher price would hardly be justified under 
present conditions. The bill has been opened to any United States 
citizen for a year. Maritime has advertised the bill in the Federal 
Register. 

Until recently ship prices have been at extremely high levels. Lib- 
erty vessels as short a time as 5 months ago were selling at substan- 
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tially higher than a million dollars under the United States flag, and 
a million and a half under restricted foreign flag, and $2 million under 
unrestricted foreign flag registry. 

There are various people in this industry who are aware of bargains. 
Certainly if Public Law 938 had offered any bargain somebody would 
have come in under it by this time. A substantial investment would 
be required to get onto the route. In addition to the ship purchase 
which would be only a small amount of the investment, money would 
have to be spent for reconversion, operating expenses, investment of 
capital, and the purchase of containers, and various other expenses. 

-urge therefore, that Public Law 938 be extended under its original 
terms as proposed in Senate Joint Resolution 111, although we have 
no objection as suggested by Admiral Ford that there be no limit 
on the number of ships that would be authorized for sale. 

That completes my testimony on Senate Joint Resolution 111, sir. 
If I might proceed briefly to the other bill. 

Senator Brste. Very well. You have a prepared statement on the 
other bill. 

Mr. Kurrus. I have a prepared statement on the other bill. I be- 
lieve I put it in at the last hearing, although I did not testify. 

Senator Bistz. You may just highlight your statement, and the 
statement will be incorporated in the record in full. 

Mr. Kurrus. I will just highlight it briefly. I am appearing here 
on behalf of Santana Compania Naviera, S. A., a Uruguayan com- 
pany, which has been responsible for the introduction of S. 2265. This 
would introduce vessels on trades that are not competitive with United 
States vessels. 

Rather than discuss the prepared statement I have put in, I would 
like to devote certain comments to the testimony of Mr. Kalijarvi of 
the State Department and Admiral Ford at the last session. 

Mr. Kalijarvi has made the suggestion that sales be limited to the 
coastwise trade of particular foreign countries. I suggest to the com- 
mittee that we should look at the substance rather than the form of 
this contention. It seems to me that the Maritime Administration is 
interested in seeing that any vessels sold during this session will not 
detriment the United States-flag shipping. 

Such detriment could be accomplished in any 1 of 2 ways. Either 
the vessels sold could compete directly with United States ships or 
secondly, the vessels sold could thereby release ships that were operat- 
ing in the trades in which the vessels sold would operate and thereby 
compete directly with United States-flag ships and depress the market. 

If neither of these results would occur, certainly the objection as far 
as its purpose is concerned is met. I suggest that there is no objection 
on behalf of the Uruguayan bill in this respect. The vessels sold to 
Uruguay would be used in trades that are completely noncompetitive 
with United States-fiag ships. The vessels sold would not release 
other ships to operate in competition with the United States-flag ships 
because in large part there are no other vessels operating in the trades 
for which the Uruguayans seek the vessels. 

There was a suggestion during the last hearing that countries pre- 
cluded from purchasing vessels under the origina] bill should be given 
some kind of priority in purchasing vessels at the present time. No 
countries were precluded from buying vessels under the Merchant 
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Ships Sales Act of 1946 because sales were not authorized to coun- 
tries, they were authorized to persons not citizens of the United States. 
Theoretically the only thing that would keep a person from applying 
to the Maritime Administration under the former Merchant Ships 
Sales Act of 1946 would have been lack of money, not lack of citizen- 
ship. There are many reasons why persons were unable to proceed in 
purchasing ships under the Merchant Ships Sales Act of 1946. I 
would like to just call the attention of the committee to the conditions 
in the Uruguay bill which I believe are peculiar to it, and although 
we are not opposing certainly any of the other bills, to my knowledge 
none of the other bills do encompass these conditions. 

Specifically, no vessels could be sold under S. 2265 unless the pur- 
chaser shall agree to the following conditions specified in the bill: 
One, repair work necessary to place any vessels purchased under the 
bill in class according to the standards of the American Bureau of 
Shipping shall be done in a domestic United States shipyard. 

Senator Bratz. Do you know what that estimated reactivation cost 
is? This bill calls for 4 Liberties, 2 Victories, and 2 C1-MAV-1’s. 

Mr. Kurrus. Yes, it varies with the vessel and the condition of the 
ship, but I understand with Libertys the reactivation cost might be in 
the neighborhood of $150,000 to $200,000. 

Senator Brete. I think most of the testimony has indicated it would 
be nearer $200,000. 

Mr. Kurrus. In some cases it can be done for substantially less, but 
it is somewhere in the neighborhood of that figure. 

Senator Brere. Semewhere in the range of $150,000 to $200,000? 

Mr. Kurrus. Yes, I understand the reactiviation cost of the 
C1-MAYV-1 is about the same. 

Senator Brste. What about the Victory? The staff has furnished a 
cost of about $225,000. Does that seem to be about correct for the re- 
activation of the Victory ? 

Mr. Kurrus. I can’t say, and since the time this bill was drafted 
the Uruguayans are not interested in Victorys because I understand 
the Navy would not like to see Victorys sold in any event. So the bill 
we have would be primarily interested in Libertys or C1-MAV-1’s. 
The second condition in the bill is that any vessels purchased there- 
under shall be employed for their remaining economic useful life in 
coastal service or other services not competitive with vessels under 
the flag of the United States. 

Third, any vessels purchased thereunder shall not trade with Com- 
munist-controlled countries at any time during their remaining 
economic life. 

Fourth, vessels purchased thereunder shall be available to the United 
States in times of military or economic emergency and may be requisi- 
tioned by the United States for such purpose, and such vessels will be 
subject to the provisions of section 902 of the Merchant Marine Act of 
1936 as amended, to the same extent as if they were owned by citizens 
of the United States; and, 

Fifth, any vessels purchased hereunder will not be transferred or 
sold by the original purchaser without the prior approval of the Mari- 
time Administrator. 

I should like to point out that the citizens of Uruguay here repre- 
sented are not interested in acquiring the vessels for the purpose of 
receiving speculative profits either by resale or engaging in general 
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world commerce. The vessels would be used for the foreign and 
domestic commerce of Uruguay. These trades are marginal trades in- 
sofar as transportation rates are concerned and economic return to the 
owner, if any, would not be great. 

It is therefore urged that the passage of S. 2265 will greatly foster 
and promote the economic development of Uruguay and will contribute 
to the national defense and interests, therefore, of all friendly nations 
within the Western Hemisphere. 

Senator Brstz. This Uruguayan company you represent, is that 
similar to a private American corporation ? 

Mr. Korrvs. It is similar to a private American corporation, yes. 
It is incorporated under the laws of Uruguay. 

Senator Brste. Does it have any Government status whatever ? 

Mr. Kurrus. It has no government status, no; there are private 
individuals:in it. 

Senator Brste. And is there any assurance by the Uruguayan Gov- 
ernment as to the conditions that you have in here, or is this purely 
a private condition ? 

Mr. Kurrus. Well, sir, as far as the assurances of the Uruguayan 
Government, they would have as much difficulty in making an assur- 
ance for a private corporation as the United States Government would 
in underwriting Standard Oil or any other American corporation. I 
have suggested if the committee is interested in insuring that the con- 
ditions I have recited in the bill are met, a bond could be required to be 
posted by the purchaser, and I would suggest that the amount of the 
bond might be reduced each year so as to reflect the decreasing eco- 
nomic value of the vessels. I think that with respect to the vessels 
engaging in any trades other than the coastal trade of South America, 
if there were a trade that was noncompetitive with the United States- 
flag vessels, the prior approval of the Maritime Administrator should 
be obtained. It doesn’t necessarily even, I believe, involve diplomatic 
channels. 

I might point out that Uruguay is at the incipient stages of devel- 
oping a considerable amount of commerce for the size of the country. 
They have recently concluded an agreement to ship .a substantial 
amount of grain to Brazil, in the neighborhood of 340,000 tons. They 
have a substantial trade developing between Uruguay and Chile and 
Peru. The trade between Uruguay and Chile and Peru, through the 
Straits of Magellan, is almost completely nonexistent by vessels of 
any flag, so therefore there wouldn’t be any question of either these 
vessels competing with United States-flag vessels or a question of these 
vessels releasing vessels which would then compete with United States- 
flag vessels. 

Senator Brste. Do you have any questions ? 

Mr. Luckey. Yes, just two questions, Senator. 

Mr. Kurrus, in the event this bill or a general bill was passed, would 
this Uruguayan corporation be in a position to pay cash for the vessels? 

Mr. Kurrus. They would be in a position to finance the purchase so 
that they could pay cash to the United States. They could obtain 
the cash so that they could pay the United States cash. 

Mr. Luckey. Now you mentioned in your statement that S. 2265 
was introduced on behalf of this corporation and in the bill itself it 
says to sell to the Government of Uruguay or the citizens of Uruguay. 
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Is there a chance the Government of Uruguay may want to come in and 
purchase under this bill ? 

Mr. Kurrus. There is a possibility, although I want to make it 
clear that I am not representing the Government of Uruguay and I 
haven’t registered. 

Mr. Bourson. Just one question: You say on page 2 of your state- 
ment that these are trades that have not been engaged in by United 
States-flag vessels. 

Mr. Kurrus. Yes, sir. 

Mr. Bourson. Don’t Mooremack and Grace ships go down there ? 

Mr. Korrvs. As I understand it, the Grace Line ships don’t go there, 
the Mooremack ships do. The Grace Line ships go to the west coast 
of South America, but companies like Moore-McCormack and the 
Grace Line operating liner services have to meet a definite schedule. 
They don’t have time to pick up cargo at Montevideo and drop it off 
at Argentina, Conversely, they don’t have time to pick up cargo at 
Montevideo and drop it off at various outports in Brazil. There may 
be a small amount of cargo carried by Mooremack between Uruguay 
and Argentina, but that isn’t what we are talking about here. 

We are talking about a substantial bulk movement which isn’t en- 
gaged in by any United States-flag vessels. 

Senator Bratz. That is all, Mr. Kurrus. Thank you. 

Mr. Kurrus. Thank you very much. 

Senator Brete. The next witness is Mr. Rapprich, manager of the 
Cleveland-Cliffs Iron Co., marine department, Cleveland, Ohio. 

You have a prepared statement, do you not, Mr. Rapprich ? 

Mr. Rarpricu. Yes, I do. 

Senator Brste. Will you furnish that to the committee ? 

Mr. Rarpricn. I will. 

Senator Brate. Thank you; you may proceed. 


STATEMENT OF WILLIAM F. RAPPRICH, MANAGER, CLEVELAND- 
CLIFFS IRON CO., MARINE DEPARTMENT 


Mr. Rarrericu. Mr. Chairman, members of the committee, my name 
is William F. Rapprich, of Cleveland, Ohio, manager of the Cleveland- 
Cliffs Iron Co. of Cleveland, Ohio. We own and operate a fleet of 
16 iron carriers on the Great Lakes, trading coastwise and to Canada, 
transporting iron ore from our mines in the Lake Superior district 
to our customers for delivery at lower lake ports. 

I am here in support of Senate Joint Resolution 109, which is to 
authorize the sale of one Victory-type vessel for conversion to an ore 
and coal carrier for use on the Great Lakes. 

Briefly, I want to state that in December of 1950 the Cleveland- 
Cliffs Iron Co. purchased from the Maritime Administration the 
steamer Votre Dame Victory and had her reconstructed and length- 
ened for use on the ore trades. 

The reconstruction work was done at an east coast yard and the 
vessel was then towed down the Atlantic, through the gulf and the 
Mississippi River, up to Chicago, where final work was completed, the 
vessel then went into the ore trade in June 1951, under the name of 
Cliffs Victory. 
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Last winter the vessel was again lengthened. She now measures 
716 feet 4 inches in overall length, being the longest and fastest cargo 
ship on the Great Lakes. ‘ 

The cargo capacity and speed of the vessel makes her ideal for our 
operations. Most fleets on the Great Lakes are today faced with the 
problem of replacements for obsolete tonnage. In our fleet alone we 
have six vessels over 50 years of age. In order to keep these vessels in 
class we have to spend sizable amounts of money each year for repairs 
and even then these vessels are not economical to operate on account of 
their small carrying capacities. 

Replacement of these vessels is necessary and is starting our replace- 
ment program we are vitally interested in duplicating the Cliffs 
Victory. This request was approved by the Maritime Administration 
a year ago. I hope that you gentlemen will favor Senate Joint Reso- 
lution 109. Thank you. 

Senator Bratz. May I ask you the sales price of your steamer, that 
was Notre Dame Victory, which you renamed Cliffs Victory; is that 
correct ? 

Mr. Raprricn. That is correct. 

Senator Bratz. What was the price of that? 

Mr. Rappricu. $1,050,000. 

Senator Brste. What is the estimated cost of a Victory today ? 

Mr. Rappricu. I do not have the figure in the world trade. 

Senator Brste. This sale is made to the highest bidder, is that cor- 
rect, under this legislation ? 

Mr. Rappricu. That is right. At the time we purchased the Votre 
Dame Victory there was a flat price. 


Senator Brsix. You say: 


Replacement of these vessels is a necessity and in starting out our replacement 
program we are vitally interested in duplication of the Cliffs Victory. ‘This re- 
quest was approved by Maritime Administration a year ago. 

Would you mind elaborating on that a little? 

Mr. Rappricn. About a year ago this month I was down here at- 
tempting to get a bill through similar to Senate Joint Resolution 109 
for the release from the reserve fleet of some Victory ships. 

Senator Brsie. There was a bill pending before the last Congress of 
the United States to do exactly what Senate Joint Resolution 109 is 
doing at this time? 

Mr. Rappricu. That is correct. 

Senator Brste. And do I understand you to say the Maritime Ad- 
ministration appeared in favor of the resolution at the last Congress ? 

Mr. Raprrpricu. That is correct. 

Senator Brste. Do we have a position of Maritime on this legisla- 
tion? Is there a departmental report on this at this time? 

Mr. Baynton. Not yet. 

Senator Bratz. This has been introduced just a short time ago, 
June 21. Probably we have not had the opportunity of obtaining the 
present position of the Maritime Commission. A year ago, 2 years ago, 
the last Congress in any event, they favored the release of 1 Victory. 
Is that correct ? 

Mr. Rappricu. It was then for five Victorys. 

Senator Bieter. They approved the release of five Victorys, to be 
sold to the highest responsible bidder. 
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Mr. Rarrricu. For conversion to ore carriers for use on the Great 
Lakes. 

Senator Brete. For conversion to ore carriers for use on the Great 
Lakes? 

Mr. Rarericu. Yes. 

Senator Brix. I have no further questions, Mr. Rapprich. 

Mr. Luckey. I just have one, Senator. 

Mr. Rapprich, at a previous hearing the Department of Defense 
testified that they would object to the release of any Victory ships from 
the reserve fleet. Is there any other type of ship in the reserve fleet 
that could serve your purposes with adequate modification ? 

Mr. Raprricu. I don’t know whether you have any T-2 tankers or 
not. 

Mr. Luckey. They didn’t testify on that, but I don’t think they 
would be happy about releasing another vessel from their previous 
position. A Liberty would not be suitable. 

Mr. Rarrricn. A Liberty would not be suitable. 

Senator Brste. Mr. Bourbon. 

Mr. Bourson. No questions. 

Senator Brste. Thank you, Mr. Rapprich. 

Our next witness is Mr. James R. Murphy, 920 Southern Building, 
Washington, D.C. 

Mr. Murphy is apparently not present. 

(Subsequently, Mr. Murphy asked that his prepared statement be 
included in the hearings record. The statement is as follows:) 


STATEMENT OF JAMES R. MurPHY IN Support or S. 2038 


Mr. Chairman, my name is James R. Murphy. I am a lawyer with offices in 
the Southern Building in Washington, D. C. I am appearing in support of 8. 
2038 which is now before your committee. I am representing an Italian ship- 
ping company known as Flotta Libera Triestina of Trieste, Italy, and an 
organization called Camera Confederale del Lavoro of Trieste. The latter or- 
ganization is the Trieste Chamber of Labor made up of anti-Communist trade- 
union organizations. The labor-union organization and the shipping company 
have combined their efforts as a joint project in the interest of this bill. The 
Italian company is prepared to purchase up to 10 war-built vessels under the 
provisions of section 6 of the Merchant Ship Sales Act of 1946. 


PROVISIONS OF THE BILL 


S. 2038 would authorize the Secretary of Commerce to sell not more than 10 
war-built vessels on an as-is, where-is basis to the Italian shipping company, 
Flotta Libera Triestina. Such sale would not be made unless there should be a 
determination that the sale will contribute to the economic development of Italy 
and will serve the interests of the foreign policy of the United States: and un- 
less there is a further determination that such sale would not adversely affect the 
defense of the United States and would strengthen the defense of the Western 
Hemisphere by assisting a friendly nation to build an active merchant marine. 

The vessels would be sold at prices determined under section 3 of the Merchant 
Ship Sales Act of 1946. The purchaser would be required to pay 25 percent 
down with the balance payable in equal installments over a period of 8 years 
with interest at the rate of 344 percent, secured by a mortgage upon the vessels. 
The purchasers would be willing to have included in the sales contract any 
reasonable restrictions or conditions imposed by law or required by the Maritime 
Administration, and to enter into any undertaking with approved sureties 
guaranteeing that such vessels would be operated only in accordance with such 
restrictions. One such restriction would be the agreement not to use the vessels 
to engage in trade with countries whose policies are not consistent with the 
charter of the United Nations. 
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PURPOSES 


The purpose of this legislation is to give much-needed assistance in a ma- 
terial and practical way to the economy of the port and city of Trieste. Since 
the settlement of the Trieste problem in 1954, economic conditions in that city 
have become increasingly unsatisfactory. Trieste depends largely upon ocean 
commerce, and because of the lack of shipping, there has been widespread un- 
employment among seamen, dockworkers and others connected with shipping. 
The shipping industry had been built up considerably during the American and 
British occupation of the area, and when those forces moved out in 1954, a con- 
siderable blow was suffered by the labor and economy dependent upon shipping. 

The allocation of vessels to Trieste would not only stimulate tremendously 
the general economy and welfare of the city and port, but would result in political 
advantages to the United States as well as to Italy. The American Government 
and labor unions would receive credit in Italy and particularly among the labor 
unions in Italy and Trieste for furnishing employment to hundreds of maritime 
workers. I am advised that a Mr. Vidali, who is a leader in the Communist 
groups in Trieste, has made considerable gains among unemployed seamen in 
that area. The Trieste Chamber of Labor believes that the addition of these 
American-built vessels to provide employment and improve the economy of the 
port would act as a very great influence in counteracting Communist activities. 

I have been assured that this legislation has the full support of the Italian 
Government and that officials of that Government have assured the Trieste 
Chamber of Labor that it will give any assurance or guaranties that may be 
necessary in order to accomplish the purposes of the bill. 

Hon. Albert Morano, Congressman from Connecticut, introduced H. R. 7639 
in the House on July 27, 1955, which was a similar bill to the one here under 
consideration. That bill was not acted upon. However, it received the sup- 
port of the free trade union committee of the AFL-CIO as per attached copy of 
letter dated April 2, 1956, from Matthew Woll, chairman of that committee. 


~ 


S. 2038 likewise has the support of the AFL-CIO free trade union committee. 


CONCLUSION 


I consider 8. 2088 to be entirely in the public interest and in accordance with 
United States foreign policy. If it should be the view of this committee and of 
Congress that the public and defense interests will be served by the sale to foreign 
owners of surplus war-built vessels, it is felt that a high priority should be 
given to the allocation to Italy for Trieste of the vessels contemplated in this bill. 


APRIL 2, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR MAGNusON: The free trade union committee of the AFL-CIO 
has been following with interest the efforts of Representative Albert Morano of 
Connecticut, to obtain legislation permitting the sale of 10 United States Liberty 
ships to the Government of Italy for the specific purpose of being operated out 
of the port of Trieste, Italy, in order to benefit the economy of Trieste and pro- 
vide work for unemployed seamen. 

You are probably aware of the severe blow dealt to the economy of Trieste 
following the withdrawal of American and British troops therefrom as a result 
of the agreement for the settlement of the Trieste question which came after 
effective American and British representations between the Italian and Yugoslav 
Governments in 1954. Although the Italian Government has taken certain 
measures to alleviate the situation, the economic distress in that city has become 
increasingly unsatisfactory. For one reason or another, Italy has not done 
enough to relieve this situation. Therefore, this desire on its part to contribute 
to the economic benefit of the city by allocating these ships is a measure which 
should be supported all the more fully. 

It is the opinion of our organization that since economic stagnation has fol- 
lowed the settlement of the Trieste problem, we should make some effort to 
remove a major irritation which creates conditions in which the city of Trieste 
eannot continue to survive. It is important that this strategically located com- 
munity at the head of the Adriatic be given at least a tolerable economic base. 
Trieste historically depends upon ocean commerce and the allocation of these 10 
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Liberty ships for operation out of that port would be a great contribution toward 
alleviating the present distress as well as serving as a further manifestation of 
the continuing interest and good will of the American Government for the people 
of Trieste. 

Our organization understands that the Government of Italy is prepared to 
negotiate the purchase of these vessels for which they are prepared to pay a 
fair and equitable price and to acquire the ships under such conditions as would 
be satisfactory to the Government of the United States. Our organization is 
further advised that the American Embassy in Rome and the Department of 
State have no objection to the sale of these vessels but that the Maritime Admin- 
istration is disposed to stand on the United States Ship Sales Act and to dis- 
courage further sales of Liberty ships. However, as you are aware, sales of 
Liberty ships have taken place from time to time, the most recent one as late as 
August 1955. 

The free trade union committee is addressing you in this matter which it hopes 
will receive your sympathy and support because it has always favored any 
measures which will contribute to the improvement of the Italian economy. It 
hopes, therefore, that Congressman Morano’s bill (H. R. 7639) will receive your 
approval and active assistance to the end that the sale of vessels under reference 
will be authorized so that the Italian and United States Governments can enter 
into negotiations without further delay in order to acquire these vessels for the 
economy of Trieste. 

Sincerely yours, 
MATTHEW WOLL, 
Vice President, AFL-CIO Chairman, International Relations and Free 
Trade Union Committees. 


Our next witness is Mr. Johnston, Boston Shipping Corp., Boston, 
Mass., with J. Powell, of Washington, D.C. Do you have a prepared 
statement ? 


STATEMENT FOR JOSEPH JOHNSTON, BOSTON SHIPPING CORP., BY 


J. POWELL, ATTORNEY 


Mr. Powerex. Not for formal submission to the committee. 

I am attorney here in practice in Washington, D. C. Appearing 
with me is Captain Johnston, of Boston Shipping Corp. 

We appear in support of Senate Joint Resolution 101, which would 
authorize the sale of a N3SA1-type vessel to Boston Shipping Corp. 
The bill as it presently reads before the committee refers to the vessel 
Asa Lothrop. However, we would like to amend the bill at this time. 

Senator Brete. You may suggest the amendment to the staff. You 
may comment upon your statement. 

Mr. Powerit. The amendment is merely a change of the name of the 
vessel. We wish to substitute the Glenn Gerald Griswold, which is 
also an N3SA1 vessel, for the Asa Lothrop. The Griswold is in the 
reserve fleet in the James River. She was built in March 1944, and 
has been in the reserve fleet since August 13, 1947. 

Senate Joint Resolution 101, which was introduced by Senator Sal- 
tonstall, and House Joint Resolution 352, which was introduced by 
Congressman McCormack, of Rhode Island, are identical measures. 
This resolution would authorize the Secretary of Commerce to sell 
to the Boston Shipping Corp. a particular vessel of the type known as 
an N3SA1. This vessel would be available for purchase by Boston 
Shipping Corp. for a period of 6 months after enactment of the reso- 
lution. It would be sold on an as-is, where-is basis, and the sales price 
would be computed in accordance with the standard formula which 
has been used in other legislation and employed by the Maritime Ad- 
ministration from time to time. 
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1t is the intention of Boston Shipping Corp., if the Griswold is ac- 
quired, to use her in offshore servicing work in connection with the 
servicing of oil wells in the Gulf of Mexico. It is not intended that she 
should be used in commerce generally. She would not carry passengers 
or cargo. The need for such a vessel is clear. There are many hun- 
dreds of offshore oil wells in the gulf and they are serviced necessarily 
from time to time by workover crews which go out on vessels. 

At the present time, two vessels are required to service such a well. 
If the Griswold is acquired it is intended to convert her in such a way 
that she cannot only carry the rig and equipment, but can also carry 
the workover crew. This would result in considerable savings to the 
people who employ services of this kind. 

Our position is that the sale of this vessel by the Secretary of Com- 
merce acting through the Maritime Administration is in the public 
interest because the Government has no need for this ship. She has 
a very short useful life remaining and the revenue derived for the 
Government in connection with the sale of the vessel would undoubted- 
ly be of public benefit. 

an 98 Brste. What is the estimated useful life remaining of this 
vessel ? 

Mr. Powetn. I would ask Mr. Johnston that. 

Mr. Jounston. Twenty years is normal. She is 14 years old now. 

Senator Bratz. She has 6 years estimated remaining life? 

Mr. Jounston. Yes, sir. 

Senator Brsiz. Counsel said it was a short remaining life and I 
wondered what you had in mind when you said “short.” 

Mr. Powetu. Six years approximately. 

Senator Brete. Very well. 

Mr. Powerit. While Senate Joint Resolution 101 and the House 
resolution, which is identical with it, spell out that this particular 
vessel is to be sold to the Boston Shipping Corp., this was because at 
the time the iegislation was drawn we were informed and had every 
reason to believe that no one else was interested in this particular 
vessel or in vessels of this type. 

Since that time, however, Senate bill 2241 has been introduced which 
would authorize the Secretary of Commerce to sell generally cargo 
vessels of the N3SA1 type at competitive bidding. Such legislation 
would be entirely acceptable to the Boston Shipping Corp. The Bos- 
ton Shipping Corp. has no reason to insist upon the particular form 
of Senate Joint Resolution 101 or its House counterpart. We are in- 
terested only in purchasing an N3SA1 vessel and particularly the 
Griswold. It happens this particular vessel has been surveyed and 
meets the requirements for the particular purpose for which we in- 
tend to use her. Our preferences, therefore, would be in the follow- 
ing order. (1) that Senate Joint Resolution 101 be passed so as to au- 
thorize the Secretary of Commerce to sell the Griswold to Boston Ship- 
ping Corp.; (2) that Senate bill 2241 be passed which would authorize 
the Secretary of Commerce to sell any and all N-3’s at competitive 
bidding; and (3) that there be a general overall bill authorizing the 
Secretary of Commerce to sell at competitive bidding any and all ves- 
sels in the reserve fleet in the discretion of the Maritime Administra- 
tion as is proposed, we believe, in Senate Joint Resolution 93. 

The main thing in which we are interested is that Congress should 
pass some legislation which would authorize the Maritime Adminis- 
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tration to sell the Griswold. Boston Shipping Corp. is perfectly will- 
ing to take its chances on competitive bidding, if that is the policy 
which the Congress of the United States desires to lay down. Neither 
do we object to reasonable trading restrictions whether they are spelled 
out in the legislation or imposed by the Maritime Administration in 
connection with the sale of this vessel. 

The main thing is that speed is of the essence. There is a real need 
for vessels for the purpose for which we intend to use the Griswold 
and we would like to see legislation passed at this session which would 
authorize her sale to us. 

Senator Brate. Is there any restriction in the legislation that you 
refer to, Senate Joint Resolution 101, insofar as trading area is con- 
cerned ? 

Mr. Powett. There is none in the bill as submitted. However, in 
conferences with the Chairman of the Maritime Administration, Mr. 
Morse, and with certain of his staff members, we had advised them of 
the use to which we intended to put the vessel. Through an over- 
sight, Admiral Ford had not been advised—an oversight on our part— 
Admiral Ford had not been advised of the intended use to which we 
proposed to put the vessel when he testified last week, and I think he 
mentioned at that time that there was no trading restriction contained 
in the bill. We are perfectly agreeable to having the trading restric- 
tion which we suggested incorporated in the body of the bill. 

Senator Bretz. Yes, I note in Senate 2241 which authorizes the sale 
of the same type of ship that there is a trading restriction confining 
it to intercoastal or coastwise trade of the United States, including 
ports of the Territory of Alaska. There seems to be a restriction in 
what might be referred to as the general bill on the sale of this par- 
ticular type of vessel. 

Mr. Poweut. We think such a restriction would permit the use 
which we intend, but actually our vessel will not be introduced into 
commerce at all. We intend only as a sort of floating workshop to 
service these offshore oil wells. 

Senator Bretze. Well, there is nothing in the restriction then in 
Senate 2241 that would in any way mitigate against the use of the 
Griswold as you intend it ? 

Mr. Powrtxi. We don’t believe so, Mr. Chairman. 

Senator Brete. All right, Mr. Luckey. 

Mr. Luckey. I have just one question. AsI understand your state- 
ment, you are perfectly willing to go along with 2241 which provides 
for competitive bidding in lieu of Senate Joint Resolution 101. 

Mr. Powetu. That is correct, Mr. Luckey. We support, in other 
words, any legislation that will offer us an opportunity to bid for an 
N3SA1. 

Senator Brete. Thank you, Mr. Powell, and thank you, sir. 

Our next witness is Mr. Welsh. 

I think you have a prepared statement, Mr. Welsh. 





STATEMENT OF PHILIP F. WELSH, ASSOCIATION OF 
AMERICAN RAILROADS 


Mr. Wetsu. Yes, I have submitted copies. 
Mr. Chairman and members of the committee, my name is Philip 
F. Welsh, I am an attorney with the Association of American Rail- 
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roads in Washington. The association is composed of railroads hav- 
ing more than 95 percent of the railroad mileage of the United States 
and more than 95 percent of the railroad operating revenues of the 
United States. 

I appear on behalf of those railroads in connection with S. 2403, 
and other pending bills to be referred to in the course of this presen- 
tation. 

The railroads oppose S. 2403 on the ground that it affords a subsidy 
to competitors of the railroads engaged in domestic water transporta- 
tion, either coastal or intercoastal and would thereby subject the rail- 
roads to a species of unfair competition. 

The bill provides for the financing of new dry-cargo vessels to be 
constructed and the sale to American owners of war-built dry cargo 
vessels owned by the Government and now in the reserve fleet. ‘The bill 
contains no provision that would limit the use of vessels of either class 
to foreign or international service. The vessels could be used in the 
coastal or intercoastal trade of the United States, and it seems quite 
likely that that is where they would be used. The introductory section 
of the bill refers to the need for dry-cargo vessels for use in the inter- 
national service by the United States, but the remaining sections of 
the bill are not confined to foreign or international trade. We are, 
therefore, obliged to assume that benefits of this bill as intended to be 
available for domestic shipping. Although it has been said that this 
bill would involve no form of direct or indirect subsidy, we think it is 
clear that the exact opposite is the case. This may be seen from an ex- 
amination of section 3 of the bill, establishing the formula for de- 
termining the sales prices of the war-built vessels. This section pro- 
vides that the price shall not be less than the statutory sales price 
determined under section 3 (d) of the Merchant Ship Sales Act of 
1946, as amended, minus an amendment representing normal deprecia- 
tion computed at the rate of 5 percent per annum from the date the 
vessel was constructed, subject to certain other lesser adjustments. 

Consider the case of a C-—4 vessel with a prewar cost of $3,300,000, 
and a domestic war cost of approximately $4,400,000. The statutory 
sales price under the 1946 act is $1,650,000, and the so-called floor price 
representing 35 percent of the domestic war cost would be approxi- 
mately $1,550,000. 

Under the 1946 act, the last figure is the minimum price below which 
the vessel cannot be sold. If we assume that the C-4 vessel was built 
in 1944, and apply the formula of section 3 of the pending bill by 
subtracting then from the statutory sales price at the rate of 5 percent 
per annum, we arrive at a sales price of approximately $578,000. One 
purpose Congress had in fixing a floor price in the Ship Sales Act was 
to protect the public interest by barring the sale of war-built vessels 
at unreasonably low prices. It is obvious that the purchaser who 
buys a ship with a prewar cost of $3,300,000 for $578,000 has made a 
handsome bargain. The price is far below what Congress considers 
a minimum safeguard price, namely, $1,550,000, under the 1946 statute. 

The depreciation value of $578,000 is approximately $822,000 less 
than the reasonable market value of the vessel which is understood 
to be approximately $1,400,000. The price of $578,000, low as it is, 
need not be paid at one time. Under the provisions of S. 2403, only 
25 percent of the purchase price, or $144,500, need be paid at the time 
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of sale with the balance payable in 10 annual payments of $43,350 
with the low interest rate of 31% percent per annum. 

This example illustrates the fact that the bill will enable persons 
engaged in the water transportation business to obtain equipment to 
be used in their trade for substantially less than its real market value. 
To the extent that the market value exceeds the price they pay they 
will receive a Government bounty of subsidy in addition to the low 
Government interest rate. 

This subsidy feature of the bill affects the new ships to be con- 
structed in American yards as well as the war-built vessels to be sold. 
The new ships are to be paid for in part with profits earned by the 
war-built vessels. If the operations of the latter are subsidized, it 
follows that the vessels paid for with their earnings are subsidized to 
an equal extent. The railroads have historically opposed the grant 
of Government subsidy to water carriers engaged in domestic water 
transporation, competitive with the rails. 

It is also evident from longstanding maritime legislation that Con- 
gress itself has not favored Government subsidies to domestic ship- 
ping. The two more important forms of maritime subsidy, the oper- 
ating differential and the construction differential subsidy are subject 
to statutory limitation that they may be granted for foreign and not 
domestic operations. Subsidy is considered appropriate for foreign 
operations because it is necessary to enable American operators to com- 
pete with low-cost foreign operators. It is impossible to see any such 
necessity in the domestic business of American ship operators who 
would be eligible for the benefits available under S. 2403. They will not 
encounter foreign competition in domestic United States trade, be- 
cause no vessel may engage in domestic commerce other than a vessel 
built and documented under the laws of the United States and owned 
by persons who are citizens of the United States. 

It is our understanding that these restrictions imposed by Congress 
on the grant of subsidy reflect a carefully determined view laid down 
in the interest of a sound overall transportation policy and that the 
regulation of competing modes of transportation shall be equal and 
impartial. It has been a continuing congressional policy that one 
form of transportation shall not be given artificial advantages over 
other competing forms of transportation. The position of the rail- 
roads, which I am sure has been expressed to the Interstate Commerce 
Committee many times is that the grant of subsidy among competitors 
disturbs the fair and normal relations that would ordinarily prevail 
as the result of the play of market forces. 

If competing forms of transportation must charge the public for 
their services a price based on the cost of rendering the services, the 
form of transportation with the lower cost service will be able to 
charge a lower price. Other things being equal, it will enjoy business 
advantage reflecting the fact that its operations are economically more 
efficient. 

The country benefits because it obtains the cheapest transportation 
service from the lowest overall investment of resources. When one 
competing form of transportation is subsidized, however, its charges 
to the public do not reflect its full cost of operations. The public will 
not choose the low cost of service, but rather the service offering the 
lower charges. In this way the economically low-cost service may 
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lose ground to the high-cost service which by virtue of subsidy offers 
lower charges to the shipping public. 

If the traffic were allowed to distribute itself among competing car- 
riers in response to considerations of true cost and efficiency, we be- 
lieve that the public would derive the maximum benefits and the coun- 
try as a whole would make the best use of its resources invested in the 
transportation industry. Regardless of how this bill is characterized, 
we believe that it provides a form of subsidy which in effect acts as a 
construction differential subsidy and also to an extent as an operating 
subsidy. 

The avowed objective of the bill is to produce earnings from the 
operations of war-built vessels equivalent to the construction cost 
differential on the new vessels to be built. The reduced sale price of 
the war-built vessels involves a form of construction subsidy by fur- 
nishing capital equipment at less than its true value, and it would 
likely Tesult in lower operating expenses with respect to interest and 
carrying charges. It is suggested that the committee should consider 
the absence from this bill of the statutory safeguards and requirements 
that ordinarily surround the acknowledged forms of construction and 
operating differential subsidy under existing law. For instance, there 
is no such requirement in this bill as the one found in section 501 (a), 
of the Merchant Marine Act of 1936 that the new vessel be suitable 
for use by the United States for national defense or military purposes 
in time of war or national emergency. 

Section 501 (b) provides for the plans and specifications for the 
proposed vessel to be submitted to the Navy Department for its de- 
termination that the vessel be suitable for economic and speedy con- 
version into a naval or auxiliary vessel. There is no such requirement 
as this in the pending bill. The exclusion of recipients of construction 
and operating differential subsidy from domestic trade has already 
been mentioned. We think it is a most important feature of existing 
maritime law. 

We submit to this committee that there is no justification for de- 
parting from these long-maintained policies that are already embodied 
in the statutes relating to the grant of recognized forms of subsidy. 
The pending bill would inv olve a serious departure from the declared 
national transportation policy based upon equality of regulation of 
the different forms of transportation. 

We, therefore, urge this committee not to give favorable consider- 
ation to S. 2403. Certain other bills pending before this committee 
provide for the sale of war-built vessels which might be used in the 
domestic trade of the United States, quite possibly in competition with 

railroads, and among these bills may be mentioned S. 2241, authorizing 
the sale of an unspecified number of N-3- —type vessels. The objection- 
able feature of these bills from our viewpoint is that the formula for 
establishing a'sales price involves a continuation of the depreciation 
of the vessel beyond the cutoff date originally established under the 
Merchant Ship Sales Act of 1946. 

Depreciation at an annual rate is deducted from the statutory sales 
price down to the time of the contract of sale. As we understand it, 
these vessels were built in the early forties. If depreciation on the 
basis of a 20-year life is allowed in calculating a sales price, many of 
the vessels, being more than half depreciated, may be sold for as little 
as 30 or 40 percent of their statutory sales price. The prices that will 
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be arrived at are likely to be far below the reasonable market value of 
the vessels. The result will be a windfall to the purchasers. 

For reasons that I have mentioned in connection with S. 2403, the 
railroads oppose the subsidy to their competitors that would result 
from this and similar bills. 

In testimony given before this committee on July 2, Adm. Walter 
C. Ford, testifyine on behalf of the Maritime Administration, ex- 
pressed the view that the vessels should not be sold from the reserve 
fleet to compete in areas where there is adequate American-flag serv- 
ice. This viewpoint clearly acknowledges that the introduction of 
war-built vessels into water transportation service would have an 
effect on those persons already in that business. 

It is understandable that Admiral Ford should be exclusively con- 
cerned with the effect of these sales on persons in the business of water 
transportation. The responsibilities of the Maritime Administration 
are prescribed by law, and have to do with the water transportation 
alone. We desire to point out, however, that the field of interest of the 
Senate Committee on Interstate and Foreign Commerce extends be- 
yond an interest in any one form of transportation and that it covers 
the entire national transportation system. We believe that this com- 
mittee will realize that what the Congress does with respect to do- 
mestic water transportation will have an effect not only on water 
carriers, but on railroads and other forms of transportation as well. 

That concludes my statement, sir. 

Senator Brere. Thank you, Mr. Welsh. Does the Association of 
American Railroads have objection if these ships are sold at reason- 
able market value to the highest bidder ? 

Mr. Wetsn. I should think not, Senator. I should think that would 
cure the objection. 

Senator Brstz. As I read your direct statement, it is directed to an 
objection that they are sold for less than value, less than full fair 
market value. 

Mr. Wetsu. That is right. 

Senator Bretz. That is your contention as far as S. 2403 is con- 
cerned and likewise as far as S. 2241 is concerned ? 

Mr. Wetsu. Yes, sir; that is correct. 

Senator Brste. Thank you. 

Mr. Luckey. I have just two questions, Mr. Welsh. 

On page 1 of your statement, you point out that the introductory sec- 
tion of the bill refers to the need for dry-cargo vessels for use in inter- 
national trade of the United States. 

As I understand S. 2403, that is the purpose of it, to sell vessels out 
of the reserve fleet in return for the construction of a new vessel, and 
the vessels that would be sold would be used in international trade and 
not in the domestic trade. 

Now, your statement says that that restriction is not included in the 
latter part of the bill. If that restriction was spelled out in the latter 
part of the bill, would your position be the same, or changed ? 

Mr. Wetsu. That would remove our objection to the bill in toto. 

Mr. Luckey. Then, in regard to the N-3’s in S. 2241, you object to 
the depreciated amount down from January 15, 1951. If they were 
sold at the floor price or on competitive bidding with the floor price 
as your upset price, would that remove your objection ? 
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Mr. Wersu. Well, I don’t really know whether there would be any 
difference between the price at competitive bidding and the price Sen- 
ator Bible referred to as the fair market price a moment ago. If it were 
sold at a fair market price, I think our objection would certainly dis- 
appear. 

Mr. Lucxry. There would probably be somewhat of a difference, be- 
cause these vessels would not be in class and the bidders would have 
to make allowance for that. But the floor price under the Merchant 
Ships Sales Act you could not go below in the sale of these vessels. 

Mr. Wetsn. I would think if it were sold at the floor 

Mr. Luckey. The floor price or higher? 

Mr. Wetsu. Yes; the floor price or higher, our objection would cease. 

Senator Birnie. Thank you, Mr. Welsh. 

Our next witness is Mr. Smethurst, attorney for the National Ship- 
ping & Trading Corp. You have a prepared statement you have fur- 
nished the staff. 


STATEMENT OF R. S. SMETHURST, ATTORNEY FOR NATIONAL 
SHIPPING & TRADING CORP. 


Mr. Smeruurst. Yes, Mr. Chairman. 

My name is R. 8. Smethurst, attorney, 1511 K Street, Washington, 
D. C. Before I proceed, Mr. Chairman, I think the objections Mr. 
Welsh raised are pretty well answered in the statement, and, if they 
are not, I will certainly be happy to elaborate further. 

Senator Braise. Very well; you may proceed. 

Mr. Smepuurst. National Shipping & Trading Corp. is a New York 


corporation. With affiliated companies, it owns 16 and operates 8 ad- 
ditional ships in the so-called tramp trade. It has 3 recently built 
15,000-deadweight-ton, 17-knot, dry-cargo vessels built in Japan. It 
also has contracted recently to build 2 supertankers of 65,000 dead- 
weight-tons to operate under American flag. 

This company has also developed very definite plans to build a new 
type combination vessel capable of carrying both solid and liquid 
cargo. It would prefer to build these ships in American yards, and 
operate them under United States-flag registry with American crews. 

Our clients have contracted to build a prototype of these new ves- 
sels in Japan at a cost of approximately $614 million. To build the 
same vessel in American yards will cost approximately $11 million. 
Obviously, with this disparity in cost, it would not be commercially 
sound to build here unless some method can be found for the prospec- 
tive builder to recover this additional capital, and that is the problem 
which creates our interest in the program contemplated in S. 2403. 

It has been a well-established policy of Government to make con- 
struction in American yards possible by direct subsidy payments to 
make up the construction-cost differential. In other words, funds are 
appropriated specifically to cover our higher building cost. 

S. 2403, recognizing the same problem, proposes a new method to 
make domestic construction feasible. Rather than direct cash pay- 
ments from the Treasury, it would make Government-owned ships 
available to qualified operators to give them a chance to earn the addi- 
tional capital required to build in American yards. 

In brief, S. 2403 would authorize sale by the Government of war- 
built ships, on condition that the buyers—American citizens—would 
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use any profits realized from the use of such vessels to build new, 
modern ships in American shipyards and operate such ships under 
the American flag. 

The bill contemplates that earnings realized from the operation of 
ships so purchased should make up the higher cost of building the new 
vessels in American yards. When the operator recovers earnings equiv- 
alent to this higher American cost, then the Government could repur- 
chase the ships for its reserve fleet. 

National Shipping & Trading Corp. has available to it a design for 
a completely new type combination dry cargo and oil carrying vessel 
of 28,000 deadweight tons. The vessel has a well-known and tested 
hull design. Its new features are in its cargo space, divided into nine 
pairs of cargo holds (or cargo tanks) which may be used interchange- 
ably for bulk cargo, oil, or ore. In fact, the vessel can be used for any 
cargo—liquid, solid, or mixed. The ship will be classed by the Ameri- 
can Bureau of Shipping AIE “Bulk cargo ore or oil carrier.” Ap- 
proval has already been obtained. 

It may assist in following my statement, Senator, if I hand you a 
copy of the description and outline specification of the ship. 

Senator Bratz. I am very glad to have those, and they will be 
adopted by reference in the record. 

(The material referred to follows :) 


Voyage estimate for new combination 30,00) deadweight ton dry-cargo tanker 
ship, American fiag—from Norfolk to Rotterdam 






A. Distances and voyage days: 
a i 6c celine sap oreetned ewementiiginassgeni as miles__ 3, 636 
I il capi prepind nna iieistahinasenline pinta do___. 3, 636 


eres mene Her Wisthnce b0OR. Kw nn nen 






Dass et een: iat 265 miles per hour) i122... +... 
Days in port: 
Days Days 

allowed used 

IND DU I iinet ie eccicindnccidewneee 1 
SN EE A 2 


’ 


Days in port not counting as laytime___- 


Total days of voyage 






B. Costs: 


a, Wied coete $1,700 per day, 22 daye.s.................-..< $38, 500 
2. Dispatch, $1,750 per day; days saved, 7............________ 12, 250 
3. Cargo expense, loading 28,028 tons, at 10 cents_____________ 2 803 
4. Port charges: 

its ih ssi eietnesoecch elas $3, 000 






5. Bunkers: 
Consumption at sea, 18 days, 80 tons_________. 1,440 
Consumption in port, 4 days, 8 tons__________- 32 

i prsniphecets sig 1, 472 

Purchased at: Norfolk, quantity, 1,472 tons, 


Total cost of voyage 
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Voyage estimate for new combination 30,000 deadweight ton dry-cargo tanker 
ship, American flag—from Norfolk to Rotterdam—Continued 


Tons 
C. Deadweight on summer draft long tons__ 30, 000 
I aici tari aie ete ea, ae ee 1, 472 
Other weight 
WY GE ai cnsnaccsntasietin coins mnitsititenipn'shnineenisecsen caches toi Maen a aie 
Winter marks average 
1, 972 


Total deadweight for cargo long tons__ 28, 028 


D. Remarks: Cost per ton 


Voyage estimate for 15,000 tons dry cargo ship, Liberian flag—From Norfolk 
to Rotterdam (commodity, coal) 
A. Distances and voyage days: 
Norfolk to Rotterdam miles__ 3, 636 
Rotterdam to Norfolk do__.. 3, 636 


Total miles per distance book 


Days at sea (at 16 miles per hour) 
Days in port: 
Days Days 
allowed used 
Loading, 1,500 long tons per day 9% 1 
Discharging, 3,000 long tons per day___--------~- 41% 3 


"eee SOE: 10 Gi cnc ieee. 
Days in port not counting as laytime 


Total days of voyage 


B. Cost: 
. N¥xed couts; 3640-per day; 20 Gave... $16, 000 
. Dispatch, $600 per day; days saved 10 
. Cargo expense, loading 13,900 tons, at 31 cents________-__--______ 
. Port charges: 
Norfolk 
Rotterdam 


m cob 


. Bunkers: 


Consumption at sea, 19 days, 46 tons 
Consumption in port 6 days, 8 tons 


CE RN an iis etn nei cinta een 922 
Purchased at: 

Norfolk quantity, 650 tons, at $20.52 $13, 338 

Rotterdam, quantity, 272 tons, at $27 7, 344 


Total cost of voyage 


C. Deadweight on summer draft long tons__ 


Tone 
Pl isictscncetienn cepaenlinnniencemanae an 650 


Total deadweight for cargo 


D. Remarks: Cost per ton 
94693—57 17 





250 SALE OF SHIPS FROM RESERVE FLEET 


Voyage estimate for Liberty ship “Liberian Flag”—From Norfolk to Rotterdam 
(commodity, coal) 


A. Distance and voyage days: 
Norfolk to Rotterdam 
Rotterdam to Norfolk 


Total miles per distance book 


Days at sea (at 9.45 miles per hour) 
bays 
Days in port: siemed 
Loading, 1,500 long tons per day 
Discharging, 3,000 long tons per day 


Timed saved 7 days. 
Days in port not counting as laytime 


Total days of voyage 


B. Costs: 
1. Fixed costs, $500 per day, 37 days 
2. Dispatch, $500 per day; days saved 7 
3. Cargo expense, loading 9,950 tons, at 31 cents 
4. Port charges: 


5. Bunkers: 
Consumption at sea, 32 days, 26 tons 
Consumption in port, 5 days, 6 tons 


Total bunkers 
Purchased at: 
Norfolk quantity, 550 tons, at $20.52 
Rotterdam quantity, 312 tons, at $27 


Total cost of voyage 


©. Deadweight on summer draft long tons___ 10, 850 
Tons 


I caus ssitecinlaotsnainis 550 


Total deadweight for cargo 9, 900 


D. Remarks: Cost per ton 

Mr. Smetruurst. Our clients believe this type vessel can compete 
with any existing foreign-flag ships without need for operating sub- 
sidy or any Government support such as that provided by Public Law 
664 (provides permanent legislation for 50-50 provision for trans- 
portation). 

The United States exports great quantities of grain and coal in 
bulk and imports ore and petroleum products. This vessel, due to its 
versatility in cargo-carrying capacity, could handle both export and 
import cargoes with a minimum ballast voyage. This advantage of 
versatility, coupled with its deadweight and cubic capacity, would 
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reduce the per ton cost of transportation to a point where it could 
compete with foreign-flag tankers and freighters. 

To demonstrate this, I have here certain voyage estimates. They 
prove that a Liberian-flag, 14,850 deadweight ton dry-cargo vessel— 
the best tramp vessel being built in foreign shipyards—and a Liberian- 
flag 30,000 deadweight ton tanker, cannot compete with this new com- 
bination- type vessel built in American shipyards and manned by 
American crew. 

On a typical voyage the break-even freight rates are: (a) Dry- 
cargo vessel, coal, Baltimore/Genoa, $6.54; (0) tanker, petroleum, 
Sidon/Baltimore, $4.37. 

This new combination type vessel can carry these cargoes at the 
same rate and still make a profit. 

Senator Bratz. Where is Sidon ? 

Mr. Smeruurst. It is the eastern end of the Mediterranean. 

Senator Bratz. Very well. 

Mr. Smeruurst. The voyage estimates which I would like to submit 
for the record cover the rates of carrying coal from Norfolk to Rotter- 
dam, dry-cargo, 30,000-ton cargo-tanker ship, cost per ton under this 
new combination ship would be $3.20. Under the 15,000-ton dry-cargo 
Liberian, $3.75, and for a Liberian ship, Liberty type, the rate would 
be $4.90. 

Senator Bratz. That may be made a part of the record. 

Mr. Smernurst. Attached to this statement is a memorandum 
giving further details about the performance possibilities of this ship. 

Senator Birnie. The memorandum may be adopted by reference. I 
don’t think you need read it. 

Mr. Smeruourst. Thank you, Senator. But I would like to call at- 
tention to page 6 of this memorandum, outlining certain defense fea- 
tures. Mr. Welsh’s testimony touched upon that subject. We wish 
to stress at the middle of page 6 the advantages which the proposed 
type of ship presents to the “national defense of the United States: 
(1) great flexibility for use as oil tankers or dry-cargo carriers, as de- 
fense needs mi: ry dictate for any particular time. “The problem of 
balance between tanker and dry tonnage has often plagued the minds 
of defense planners. Even at the present time there is considerable 
argument as to whether the country’s needs for tanker or dry-cargo 
ships i is fully met, and to which type priority should be given. This 
ship combines the features of each. The proposed type “ship can be 
used to carry a proportion of 18 kinds of different commodities that 
an expeditionary force might need. The ship can be loaded, for ex- 
ample, with a certain amount of gasoline, fuel oil, lubricating oils, 
ammunition, fresh water, trucks and heavy equipment, and any other 
type of dry cargo that may be desired. 

It can also be used as a fleet oiler or bunkeri ing station as necessary. 
In this manner we believe that the danger of a . force being deprived 
of its fuel by loss of its tankers can be eliminated, as each type of 
cargo will be equally- distributed in proportion among several ships. 
It was established during World War IT that enemy attacks on a con- 
voy would be directed primarily against the oil tankers. 

Third, due to the close subdivision of the proposed type of ship 
which is ’ equivalent to that of an oil tanker, it would take at least two 
torpedo hits before a sufficient number of compartments are flooded 
and the ship sinks. 
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The same advantages, of course, are present in the case of any type 
of damage whether by enemy, or navigational. As I indicated pre- 
viously, returning to the statement, this bill, S. 2403, would make it 
possible to build modern cargo ships by permitting operators to use 
reserve fleet ships—rather than cash subsidy—to finance the difference 
between foreign and American construction costs. It would accom- 
plish this by sale of reserve fleet vessels at a price which would permit 
accumulation of this additional capital investment. 

At hearings before this committee on July 2, Maritime Administra- 
tion presented certain problems involved in the outright sale of 
reserve fleet vessels, notwithstanding the obvious national advan- 
tages incident to construction of new combination cargo ships. 

Since these earlier hearings, informal discussions have been initiated 
with Maritime and it has been suggested by Maritime that the objec- 
tives of S. 2403 might better be accomplished by the chartering, as 
contrasted with the sale, of war-built reserve fleet vessels. Chartering 
would preserve Government ownership of the vessels, and would per- 
mit greater protection for existing tonnage in operation. 

While our clients would prefer the outright sale of these ships, their 
object is to build this new-type combination vessel in American yards, 
If chartering will produce the desired result, then a charter program 
is equally acceptable. 

We understand, however, that existing law is not sufficiently flex- 
ible to permit a charter arrangement tied to new ship construction. 
And by this I mean that Maritime Administration has no authority 
to charter reserve fleet vessels under an agreement which would permit 
setting aside of earnings from chartered vessels to be used to pay for 
the higher cost of building the new ships in American yards. This is 
a form of indirect construction subsidy, and should have specific con- 
gressional authorization. 

Senator Brete. May I interrupt you there to ask you whether there 


is anything in S. 2403 that takes care of that particular problem. 
There is not, is that correct ? 


Mr. Smeruorst. Of the chartering, no. 

Senator Bratz. That is simply as to the sale. 

Mr. Smeruurst. Yes, to require chartering—to provide for charter- 
ing would require amending S. 2403. 

Senator Brete. Thank you. 

Mr. Smernorst. As I indicated earlier, the current cost of building 
this new type combination ship in foreign yards would run about 
$614 million, compared with $11 million cost in our American yards. 
This means a construction cost differential of approximately $414 
million for each ship to be built. 

Our clients estimate that, under the 5-to-1 ratio authorized in S. 
2403, it could recover this construction cost differential in about 10 
years, if profits were deposited in a construction account, and treated 
for tax purposes in the same manner as such deposits are handled under 
section 607 of the act of 1936. 

Since ship chartering—as contrasted with purchase—involves more 
uncertainties and less flexibility, we believe the opportunity should be 
afforded to recover the construction cost differential over a period 
shorter than 10 years. Therefore, the ratio of old ships to new—under 
a charter arrangement—should be 9 or 10 to 1, rather than the 5-to-1 
ratio proposed if the old vessels were to be sold. Also, Maritime should 
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have definite authority, under this type program, to enter into char- 
ter agreements for a period longer than 1 year. 

There are other problems which should be anticipated if chartering 
should be approved as a supplemental plan to meet higher American 
costs of building modern ships. 

Under existing law, Maritime must require payment of a basic 
charter hire, and share, on a 50-50 basis, any profits defined as excess 
profits. Since all profits would be used as an indirect construction 
subsidy we believe Maritime should be given authority to waive these 
present statutory requirements. 

And at that part I might insert we are not talking there about re- 
covering funds to reimburse Maritime for the cost of breaking ships 
out of the reserve fleet. 

Also, there is some probability that sections 706-708, providing for 
competitive bidding on reserve fleet vessels available for charter, might 
be applicable to this type of charter program. Since the public inter- 
est here involved is to get ships built, rather than to obtain revenues 
from charter hire, it seems to us that considerations such as type and 
size of ship to be built, the reliability and competence of the charterer, 
are paramount, and that bidding is no more pertinent here than in ap- 
plications for direct cash subsidy. 

Since the idea of chartering, rather than sale, is relatively new to our 
clients, there undoubtedly will be other provisions of present law 
which must be examined to determine whether other changes would 
be required to make this program feasible. With that in mind, we 
would appreciate it if this committee would permit this record to be 
kept open for a few days to enable us to supplement this statement 
with a memorandum on other points of law which may be pertinent 
to this proposal. 

Senator Briere. It is the intention of the Chair to keep the record 
open for 1 week from today. 

Mr. Smeruvrst. There is, however, one other matter of basic policy. 
When we suggest putting reserve fleet vessels to profitable use for the 
purpose of building new ships, we do not propose that the market be 
glutted to a point where the interest of American shipowners are in- 
jured. That is one reason for suggesting that ships to be sold or char- 
tered be vessels previously broken out of the reserve fleet and currently 
in use. 

While it would be the intention of National Shipping to use pur- 
chased or chartered vessels in international trade, Congress may wish 
to specify that all ships transferred under this program be so used. 
In other words, our clients do not oppose inclusion of appropriate 
safeguards for existing transportation, if such safeguards do not un- 
duly obstruct the ability to build new ships. 

Last year approximately 100 reserve fleet vessels were broken out for 
chartering. We understand that many of these charters will terminate 
shortly, and the vessels would be available for use under this con- 
struction program. That can be done by sale or charter, but if it is 
to be done, then legislative authorization is urgently needed. 

We respectfully urge this committee to report favorably S. 2403, 
appropriately modified or amended to permit sale, and/or chartering 
of Victory ships, upon termination of existing charters, to competent, 
responsible operators who will undertake to build the kind of ships 
needed to maintain a strong merchant marine. 
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National Shipping & Trading Corp. is ready to cooperate in any 
way possible to bring about this result. It is ready now to build new 
American-flag combination ships for unsubsidized operation. It can 
do so only if enabling legislation is enacted. 

Senator Brste. Thank you very much, Mr. Smethurst. Mr. Luckey. 

Mr. Luckey. Mr. Smethurst, at the present time, could you go in 
and build these ships with construction differential subsidies if you 
so desired ? 

Mr. Smeruurst. Do you mean as a practical matter or would it 
qualify for subsidy program ? 

Mr. Luckey. Asa practical matter. 

Mr. Smeruurst. This has been discussed, and we have been told 
informally that it would qualify, but there are no funds available. 

Mr. Luckey. But other than the fact of the lack of funds, you 
would qualify and they could be built. 

Mr. Smeruurst. I feel that this type ship would qualify for con- 
struction subsidy. It may require an increase in speed. I think the 
trial speed here is indicated at 1714 knots, and we might have to go 
to 18, but that wouldn’t take any great adjustment. 

Mr. Luckey. Now for the purposes of the record, would you sub- 
mit to the committee sometime during the week your version of an 
amended bill to take in these charter requirements in your state- 
ment ? 

Mr. Smeruovrst. I would be delighted. 

Mr. Luckey. Next, you represent the National Shipping & Trading 
Corp. Is that the only client that you are appearing here for today 

Mr. Smeruovrst. That is right. 

Mr. Luckey. That is a New York corporation. How many stock- 
holders in that corporation ? 

Mr. Smeruvurst. Two or three. 

Mr. Luckey. Who are they ? 

Mr. Smetruurst. Mr. Tom Speers is about 75 percent owner of the 
stock of the company. 

Mr. Luckey. Who are the other stockholders? 

Mr. Smeruvurst. Mr. John Theodore Coppos, and there may be 
another. I could get that. 

Mr. Luckey. Would you supply that for the record ? 

Mr. Smeruurst. It is in the files of Maritime, and I would be glad 
to do it. 

Mr. Lucxry. Did any of these operators buy any ships under the 
Ship Sales Act of 1946? 

Mr. Smeruvurst. The company was started in 1949. 

Mr. Luckey. Were they stockholders in any company that did buy? 

Mr. Smeruurst. I couldn’t answer that. 

Mr. Lucxry. Would you supply that for the record also? 

Mr. Smeruurst. I would be glad to. 

Mr. Luckey. In the event you find they were stockholders in a 
corporation that did buy ships under the Ship Sales Act of 1946, 
could you also supply the name of those corporations ? 

(The following data were submitted subsequently by Mr. 
Smethurst :) 
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Vessels purchased from Maritime Administration 


Date pur- Type of vessel Original name Owning corporation 
chased 





| | 
June 1,1948 | Liberty tanker ae | Nathaniel B. Palmer---_--- Palmer Shipping Corp. 
June 13,1949 | Liberty dry cargo...___.__...| George M. Cohan_--- | Do. as 

Jan. 2,1951 | Liberty tanker : | John P. Altgeld. _-_--- | Dorae Shipping Corp. 
Jan. 19,1951 | Liberty dry cargo---___- | James W. Cannon-.-.---- Pan Cargo Shipping Corp. 
Dec. 27,1956 | T-2 tanker ei ..-----| Memory-.- eh do. 


Mr. Smeruvrst. Yes. 

Mr. Luckey. You stated in your bill that you would prefer to have 
Victorys. Perhaps since the bill was introduced, the Navy Depart- 
ment has stated that they would object strenuously to the release of 
any Victorys. Would Libertys suffice? 

r. Smeruurst. I don’t believe so, and I interpreted Navy’s com- 
ment—maybe I was wrong—as meaning release for sale beyond con- 
trol of the United States. These would all be under the American 
flag on either a charter or sale basis. Our feeling has been that a ship 
in use isa lot more valuable than one in mothballs. 

Mr. Luckey. One more thing, sir. The American tramp ship own- 
ers have been in at this hearing at an earlier date, and their testimony 
has been to the effect that there are not enough cargoes at the present 
time to keep the American tramps going, and that the release of any 
further ships to compete with the American tramps would further 
drive them out of business. 

You are contemplating the purchase or charter of vessels to be used 
in the tramp trade. 

Mr. Smernurst. Right. 

Mr. Luckey. Do you contemplate you can operate these vessels and 
make money with American crews? 

Mr. Smeruvrst. Right. 

Mr. Luckey. In direct conflict to their testimony. 

Mr. Smeruurst. Well, I wouldn’t say it is in direct conflict. I 
would answer that question this way : 

No. 1, we are proposing that the ships being returned on bare boat 
charter now—and I think there are 72 Victorys—would be employed 
for this purpose, either by sale or by charter, so you are not adding 
new vessels. This hundred is coming back. Our clients have checked 
with brokers and they believe that these vessels can be profitably em- 
ployed, largely on long-term charter, time charter. 

Mr. Luckey. And also for the record, it is your intention to utilize 
these in international trade, not the domestic trade at all. 

Mr. Smeruvrst. That is correct. There is no intention to use these 
in intercoastal or domestic trade. 

Mr. Luckey. In event of sale, would your clients be interested in 
these vessels if they had to pay the floor price or above ? 

Mr. Smeruvrst. We would have to recompute. The whole purpose 
of this program is to recover approximately $414 million which repre- 
sents the higher cost of building these ships in American yards, and 
to recover that cost in the operations of the ships, because you couldn’t 
sell these ships and obtain a profit from the sale; and whether those 
ships could be operated at a profit sufficient to return that construction 
cost differential if you paid a floor price, I just don’t know. I doubt it. 

Mr. Luckey. No further questions. 
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Senator Brste. Mr. Bourbon. 

Mr. Bourson. You say you would like to get ships that are under 
charter now and being returned, and therefore you wouldn’t add any 
new ships to the number of operation. 

Mr. Smetuourst. That would be the preference; yes. 

Mr. Bourson. Isn’t it a fact though, that the ships will be returned 
from charter for one specific reason, and that is that the companies 
who have them believe that there is not enough business to justify keep- 
ing them. As a matter of fact, some of them already, I think, have 
been returned for that very reason. 

Mr. Smeruourst. I think that is a good estimate; I don’t know. It 
may be that the use the ship has been put to by a particular company 
may have—the need for it may have terminated, but there may be 
— area where that ship could be employed properly. I just don’t 

now 

Mr. Bourson. Now you do say in your statement that you expect it 
would take 10 years to earn the $414 million that would represent the 
construction differential subsidy. When would you build your ships, 
at the end of that 10 years? 

Mr. Smeruurst. No, sir; this plan is to proceed immediately. 

Mr. Lucky. One more question, sir. If you operate these vessels 
and do not make a profit 

Mr. Smetuvrst. That is our risk. 

Mr. Luckey. You would still build ? 

Mr. Smeruorst. That is right. 

Mr. Luckey. Very well. 

Mr. Bourson. That is all. 

Senator Bratz. Any further questions ? 

Thank you, Mr. Smethurst. 





WASHINGTON, D. C., July 17, 1957. 
Re supplemental information re hearings on 8S. 2403. 


SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
(Attention: Mr. Bourbon, Senate Office Building, Washington, D. C.) 


Gentlemen: On July 11, during the hearings on miscellaneous ship-sales 
bills, I was requested to submit additional information regarding ownership 
of National Shipping and Trading Corp., names of other companies through which 
stockholders of National Shipping may have purchased other vessels from 
Maritime and finally, suggestions for amendment of S. 2403 to provide charter, 
rather than sale, of reserve fleet vessels in consideration of new construction 
in American yards. 

I am informed by my clients that Thomas A. Spears, president of the National 
Shipping and Frading Corp., owns 75 percent of the stock of that company. 
The remaining 25 percent is owned by Mr. John Theodoracopulos, also an Ameri- 
can citizen. 

Attached hereto is data supplied by National Shipping listing vessels pur- 
chased by other corporations in which Messrs. Spears and Theodoracopulos are 
stockholders. 

Also attached is suggested revisions of S. 2403 incorporating charter authori- 
zation and miscellaneous changes designed to meet objections raised by a 
representative of the Association of American Railroads and other points raised 
during the public hearing. 

May I emphasize again that National Shipping and Trading Corp. is not pro- 
posing a ship-construction program to begin sometime in the indefinite future. It 
proposes to begin immediately, provided legislative authorization should be 
forthcoming. May I also point out, with reference to the purchase price formula 
in S. 2403, that the construction aid sought by our clients seems not greatly 
different than the aid presently available to ship operators under the trade-in 
and build program. 
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One further point should be emphasized. Our clients do not propose, nor 
do we believe S. 2403 results in discrimination against subsidized carriers. Pur- 
chase of vessels would be open to any qualified ship operator, subsidized or 
unsubsidized. However, neither the ships purchased, nor the new vessels to 
be built, would be eligible for operating differential subsidy. And that appeared 
to our clients as designed to minimize the burden on the taxpayer and not to 
question the need or desirability of construction or operating subsidy in services 
where subsidy is now needed or is appropriate. 

Very truly yours, 
R. S. SMETHURST. 

We have one final witness, Mr. John Ingoldsby. 


Mr. Bovurson. Senator, Mr. Ingoldsby was on last week and didn’t 
testify, and asked his statement be put in the record. Here is his orig- 
inal statement, and he wants to make a statement in addition to that. 
He has already asked this statement be inserted. 

Mr. Incotpssy. I think it will get the same consideration, Mr. 
Chairman, by submitting it. I wish to appear only for the purpose of 
answering the testimony of 

Senator Brste. Before you proceed, let’s place in the record in full 
the statement that you have handed to the Chair together with a letter 
of transmittal and certain supporting letters that you have from the 
Chamber of Commerce of Greater Wilkes-Barre and the Anthracite 
Institute. This will be made a part of the record at this point and 
incorporated in full, and now you may comment upon your testimony. 

(The material referred to is as follows:) 


STATEMENT OF JOHN L. INGOLDSBY, JR. 


Mr. Chairman, I am appearing before your committee in support of S. 2378 on 
behalf of my client, Antoine Vloeberghs, S. A., of Antwerp, Belgium. 

The Vloeberghs organization is one of the three principal coal importers of 
Belgium. It operates a fully integrated coal processing and distribution system 
and it imports and distributes throughout Belgium and neighboring countries 
hundreds of thousands of tons of coal per year. 

I believe that Senator Clark and other witnesses have and will have explained 
to the committee the development of the sale of Pennsylvania anthracite to 
Vloeberghs for distribution in Belgium and the Netherlands, and 1 will save 
the committee’s time by skipping over the background and coming directly to 
the point of what our problem is today. 

Mr. Vloeberghs stands committed to purchase in excess of 1 million tons of 
anthracite per year from the Pennsylvania mines provided he can move this 
coal from the port of Philadelphia to ports in Belgium and the Netherlands at 
a reasonable rate for this particular commodity. Our big problem is that a 
reasonable rate for this commodity is a lower rate than what is generally con- 
sidered reasonable for the shipping industry as a whole. 

Pennsylvania anthracite in the export market is competitive with anthracite 
from Wales and from Russia. I am informed by experts in the Vloeberghs 
organization and in the Hudson Coal Co., which is and will continue to be a 
principal supplier of Vloeberghs, that the ocean freight rate on this coal cannot 
on the average exceed $6.50 per ton and continue to be competitive with coal 
from Russia and Wales. 

So far as Vloeberghs is concerned he has no control over what ocean rate is 
reasonable or unreasonable. If the rate goes beyond a certain point, sound 
business requires him to purchase less from Pennsylvania and more from 
European anthracite producers. Vloeberghs is anxious to satisfy the increas- 
ing Belgian consumer demand for Pennsylvania anthracite and to substantially 
increase his purchases, should it be possible to stabilize the delivered price of 
anthracite by stabilizing the ocean freight rate. This Belgian consumer demand 
for Pennsylvania anthracite can only be satisfied by the importer if he can 
assure to the Belgian consumer a stabilized delivery price and a constant source 
of supply of uniform quality. 

Prior to 1956 Vloeberghs had not purchased any Pennsylvania anthracite. In 
order to meet the demand of the Belgian anthracite consumers, he chartered 
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foreign flag vessels at the going market rate and actually imported approxi- 
mately 290,000 tons of anthracite. 

In February, March, and April of 1956 I conducted extensive negotiations 
with New York shipowners and brokers endeavoring to work out some long- 
range charter at a low rate. The idea was that if we would offer a sufficiently 
long-term guaranty of employment of several ships, the owners might feel justi- 
fied in granting us a rate which was sufficiently under the then existing market, 
to justify the reduction. We were never able to work this out because the ship- 
owners elected to gamble on the possibility of high rates in the future rather 
than settle for smaller but fixed long-term rates. And sure enough, the owners 
were right, at least up to the present time, because in late February or early 
March of this year, having been caught in a desperate situation, we were forced 
to charter a vessel at a rate of $17.50 per ton. 

In the summer of 1956 we were hopeful that the newly formed American Coal 
Shipping Co., with its plans for the charter of 30 Government-owned vessels, 
would provide the solution to the Pennsylvania anthracite-Vloeberghs problem, 
and at that time we commenced negotiations with that company for the charter 
of four Liberty-type vessels. When negotiations commenced, we had every indi- 
eation that we could obtain from that company four 1-year charters at a rate 
some place between $8 and $8.50 per ton. This figure is not in conflict with the 
$6.50 figure which I have stated would be reasonable for this commodity. This 
was in the nature of a desperate move in order to get through the 1956—57 season. 

We encountered a variety of delays and finally succeeded in executing a 
charter for 1 year for only 1 ship instead of 4 and the market had gone up- 
ward so rapidly that the charter rate was $11.75 per ton. As time went on, 
the situation became even worse and we were never able to obtain delivery of 
even the one vessel from American Coal Shipping. 

I do not mean to imply the slightest criticism of American Coal Shipping. 
They were cooperative and they tried desperately to be of assistance to the 
anthracite industry. Labor difficulties and other circumstances beyond their 
control made it impossible for them to be of assistance. Nonetheless, we are 
grateful to them for the assistance which they tried to give and for the spirit 
in which they tried. I believe it unnecessary to labor the point further. 

We have for more than a year and a half continuously worked with the 
charter market, both American and foreign flag, and we have never been able 
to work any reasonably long-term arrangement under which Pennsylvania 
anthracite can move to the European ports. 

The obvious alternative is to negotiate in the ships sales market, but that 
offered no escape from the problem which Vloeberghs had. When these ships 
were desperately needed in late 1956 and early 1957, the foreign-flag Liberty 
market had reached the astonishing price of $1,900,000 for a Liberty vessel. 
While the price has dropped considerably from February and March of this year, 
up to the present time the market still does not justify Vloeberghs purchasing 
these vessels under existing conditions. 

We have worked in close cooperation with the Hudson Coal Co. and with 
other coal companies in Pennsylvania and neither they nor we can find any 
solution which will permit Pennsylvania anthracite to move in large volume 
from the mines to the ports of Belgium and the Netherlands other than to seek 
authority from the Congress to purchase sufficient Liberty dry-cargo coal-carrying 
vessels to transport this commodity at a rate which will be competitive. 

We are hopeful that the unique circumstances which relate to the anthracite 
industry and to the needs of the people of Belgium and neighboring countries will 
be found by this committee to be sufficient to justify the exceptional consider- 
ation which we ask. The acquisition of five Liberty ships by Belgium or its 
citizens would assure stabilized ocean freight rates for anthracite so as to make 
it advantageous for the Belgian consumer to maintain a continuing and ex- 
panding relationship with American anthracite producers. The assurance of 
a regular source of supply, sufficient to meet the requirements, and a stable 
price for anthracite are factors which no doubt would contribute to the economy 
of Be'gium. 

The unfortunate fact is that no matter how much Mr. Vloeberghs wants to 
purchase Pennsylvania anthracite in substantial tonnage, the economics of the 
situation are such that it will be impossible to do so without a low and stabilized 
ocean freight rate. We trust that the circumstances of this particular situation 
will justify the committee’s favorable consideration of S. 2378. 

I assume I should be permitted to file with the committee the written views 
of the various interested parties in support of this bill prior to the close of the 
hearings. 
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WASHINGTON, D. C., July 8, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D.C. 
DEAR SENATOR MAGNUSON: I wish to submit herewith for the consideration of 
the committee the following letters and documents in support of S. 2378: 
1. Letter from Scranton Chamber of Commerce, dated June 7, 1957; 
2. Letter from Greater Wilkes-Barre Chamber of Commerce, dated June 
7, 1957; 
3. Letter from the Anthracite Institute, Wilkes-Barre, Pa., dated June 7, 
1957, together with the Anthracite Institute Bulletin of May 29, 1957. 
Although these letters request the committee’s consideration of H. R. 7899, 
they are either directly or in principle in support of S. 2378. At the time they 
were prepared the Senate bill had not been presented and proper identification 
was impossible. 
Very truly yours, 
JOHN L. INGOLDsBY, Jr. 


SCRANTON CHAMBER OF COMMERCE, 
Scranton, Pa., June 7, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D.C. 


DrAR SENATOR MAGNUSON: With reference to House bill H. R. 7899 and the 
Clark companion bill to H. R. 7899 authorizing the Secretary of Commerce to 
transfer not more than five Liberty type dry-cargo merchant vessels to the Gov- 
ernment of Belgium or to the citizens of Belgium under certain terms of payment 
and restricting the use of said vessels to the export of anthracite coal from the 
port of Philadelphia to ports in Belgium and the Netherlands: 

It is our understanding that such vessels would implement the exportation of 
Pennsylvania anthracite to Western Europe through stabilization of transporta- 
tion costs. As you know, Scranton is in class 4 labor surplus category, with 
approximately 10 percent of the labor forces unemployed. 

The export of anthracite to Western Europe has shown tremendous increase 
over the past year and movement of this product to Western Europe has resulted 
in sales of this commodity over and above the normal markets in the United 
States and Canada, thus increasing employment in the anthracite industry and 
providing work for our people. 

The Scranton Chamber of Commerce, in urging the passing of these bills, is 
acting in the interest of the people of our area. The anthracite industry is 
mighty important to us, as you well know. We are fighting a terrific battle to 
maintain jobs in our area, and our people have pitched in on a self-help program 
that is known the country over. 

We have appreciated tremendously the understanding help that our legis- 
lative representatives have given. We are still a labor surplus area with almost 
10 percent of our population unemployed. We need your continued help and 
support and hope that in this instance you will see your way clear to support the 
legislation referred to. 

With kindest regards, 

Sincerely yours, 
Wirtis W. JONES, 
Executive Vice President. 


GREATER WILKES-BARRE CHAMBER OF COMMERCE, 
Wilkes-Barre, Pa., June 7, 1957. 
Mr. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee. 


Dear Mr. Maanuson: The Greater Wilkes-Barre Chamber of Commerce, 
situated in northeastern Pennsylvania in the heart of the anthracite region, 
urgently supports the Senate bill which is a similar bill relating to House 
bill 7899. This bill in part states that the Secretary of Commerce be authorized 
by the Senate and the House in the United States of America, within a period 
of 12 months, to transfer to the Government of Belgium or to the citizens of 
Belgium, 5 dry cargo vessels provided that such vessels be used by the Govern- 
ment of Belgium in the hauling of anthracite coal. 
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Inasmuch as this area has suffered a setback due in part to the reduction of 
the mining industry, we are in favor of this bill, the theory being that it would 
increase our mining production. . 

Yours very truly, 
EDMUND H. Poast, Jr., 
President, Greater Wilkes-Barre Chamber of Commerce, 


ANTHRACITE INSTITUTE, 
Wilkes-Barre, Pa., June 7, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 


DearR SENATOR’ MAGNUSON: We request your favorable consideration of H. R. 
7899 covering the sale of five Liberty-type cargo merchant vessels to Belgium. 

The anthracite industry tonnage has been declining for several years but 
showed a slight increase in the year 1956 due almost entirely to overseas exports. 
Page 3 of our May 29 Bulletin, atached, shows our exports by countries including 
substantial shipments to Belgium and The Netherlands. 

A serious obstacle to anthracite exports is the scarcity of ships to transport 
the coal. This scarcity is reflected by the fact that ocean freight rates to 
Antwerp-Rotterdam were as hight as $16.50 per ton last year. 

Sincerely yours, 
F. W. Earnest, Jr., President. 


{Anthracite Institute Bulletin, May 29, 1957] 


Coat YEAR OVERSEAS Exports 


Exports of anthracite to countries other than Canada amounted to 285,000 
tons in March, as compared with 201,000 in February and with 119,000 tons in 
March a year ago. 

As a result, the coal year total was 3,269,000 tons, a gain of 2,268,000 tons 
or 227 percent over 1955-56. 

Comparisons are shown below by periods of months and by countries of 
destination during the past 2 coal years. Also shown, are Bureau of Mines 
estimates of the tonnages of the different sizes exported in March and the 
first quarter of this year. A large proportion of the tonnage shipped to The 
Netherlands was reconsigned to other countries of ultimate destination. 


Period 1956 1957 .| Change Percent 
change 
| 


March ; Jaina 119, 266 284,983 | +165, 717 | +138. 9 
3 months, calendar year | 412, $42 794,001 | +381, 059 | +92.3 
12 months, March 31_-_--..__.-- i bean 1, 000, 558 3, 269, 057 |+-2, 268, 499 +226. 7 

Destination, 12 months: 
The Netherlands... -- oomed : ‘ cade -| 380, 102 | 1, 281, 066 +900, 964 | +- 237.0 
France ; od Sactel 300,607 | 1,038,489 | +737, 882 +245. 5 
Belgium and Luxembourg - -- wide | 445,081 | +445, 081 Inf. 
“eae ahi 151, 485 202, 493 +51, 008 | +33.7 
Cuba es nade data | 49, 712 76, 220 +26, 508 +53.3 
West Germany : s 51, 798 | 64, 155 +12, 357 | +23. 9 
Vietnam, Laos, and Cambodia. aida 22,175 | 50, 654 +28, 479 +128. 4 
Greece. ......-- : ‘ 14, 205 30,335 | +16, 130 +113.6 
ait oo Gasman Soda < 17, 700 +17, 700 | Inf. 
Tsrael amare wns 2 > | 23, 918 | 12, 167 | —11, 751 —49.1 
ements G5 5. cca Fe ic beats accniae aes : 10, 905 +10, 905 Inf. 
Norway...----- ' 15 | 10, 713 +10, 698 Inf. 
Brazil . 1, 044 | , 148 +9, 104 +872.0 
Switzerland | 9, 627 +9, 627 | Inf. 
Argentina __- - ‘ ‘ | , 579 | +7, 579 Inf. 
Mexico la a oN ai adel 1, 484 728 | —756 —50.9 
Uruguay _-_- ann seneeenees poneuhme manta mes | 537 +537 Inf, 
Denmark # 2, 843 | | 2,843 —100.0 
1, 170 | 460 | —710 | —60. 7 

| 





+226. 7 


1,000, 558 | 3, 260,057 |-+2, 268, 499 
| | 
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March 1957 3 months 1957 


| Tons | Percent Tons Percent 





Broken, egg- ------ bpacksicuxeaae ica ceewan , 000 | & 
ss ina ntkdeuh obs 33, 000 11.6 
kei catia ks . bance 3, 000 | 9. 
Pea.. ibtdnonns ae ; , Pe  , , 000 | 3. 
Buckwheat ‘ ; 21, 000 | % 
BG ats eae oun Uaeabbbeni bak wid , 000 | 6.0 | 
Bailey. - itty adele eniimnat 3, 000 | 5.6 
No. 4 and smaller- --- » sgutadetel 53, 000 53.6 | 


—— 
Po» 


rs 
Pron 





ol wonwwooo 


= 


Total.....- dip-chiogtnassiveniunsguavbensteneaae 000 | 100.0 | 


(Subsequent information was received from Mr. Smethurst, as 
follows:) 


A BILL To authorize the Secretary of Commerce to transfer war-built merchant vessels 
to American citizens, to encouarge construction of new combination dry-cargo-oil carrier 
vessels in American shipyards for American-flag operation, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That the Congress hereby finds that construc- 

tion of modern, high speed, efficient oceangoing combination of cargo vessels for 
use in the international trade of the United States is essential to national 
defense and the maritime interest of the United States; that construction differ- 
ential subsidy funds are inadequate and unnecessary in all instances to provide 
for construction of modern combination dry-cargo vessels, and that new and 
supplementary methods must be authorized to encourage such new buildings in 

American shipyards. It is hereby declared to be the purpose of this Act to 

make available by charter or sale war-built vessels owned by the United States 

to citizens thereof in consideration for construction of modern combination cargo 
vessels in domestic shipyards. 

Sec. 2. The Secretary of Commerce is hereby authorized to transfer by charter 
or sale war-built vessels owned by the United States to any citizen of the United 
States, or domestic corporation wholly owned by citizens of the United States 
for unsubsidized United States-flag operation in consideration for construction 
within the United States of new dry-cargo, oceangoing tonnage of modern design 
and type for unsubsidized United States-flag operation. War-built vessels 
transferred pursuant to the provisions of this Act shall, to the extent feasible, 
be vessels of the Victory class released during 1956 from the reserve fleet on bare- 
boat charter basis, upon termination of current charter agreements. 

Sec. 3. The amount of payment for any vessel sold under the provisions of 
this Act shall be determined in each case by the Secretary of Commerce, but shall 
not be less than the statutory sales price thereof determined under section 3 (d) 
of the Merchant Ship Sales Act of 1946, as amended, minus an amount repre- 
senting normal depreciation computed at the rate of 5 per centum per annum 
from the date the vessel was constructed, and subject only to the following 
additional adjustments: 

(a) If the vessel to be sold is not in class there shall be deducted from 
the sales price the cost of repairs for classification with the American Bureau 
of Shipping, and 

(b) If the vessel contains desirable features which are not incorporated 
in the standard vessel, there shall be added the amount estimated for such 
extra features. 

Sec. 4. At the time of sale of any vessel pursuant to this Act, the purchaser 
shall pay 25 per centum of the purchase price. The balance of the purchase 
price shall be payable in ten equal annual installments, with interest at the 
rate of 3% per centum per annum on the portion of the purchase price remaining 
unpaid, or shall be payable under such other amortization provisions, satisfactory 
to the Secretary of Commerce, as will permit the purchaser to accelerate payment 
of the unpaid balance. Payment of the unpaid balance and interest thereon 
shall be secured by a preferred mortgage upon each vessel. 

Sec. 5. The Secretary of Commerce is authorized to sell such war-built 
vessels at a ratio of not to exceed five such war-built vessels for each vessel of 
new construction to be built by the purchaser depending in each case upon (a) 
the tonnage, design, cost, and speed of each such new construction and (b) the 
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number of years estimated by the Secretary as reasonably necessary for the 
owner to recover from operation of such war-built vessels the equivalent of the 
construction cost differential on each such new vessel to be built. 

Sec. 6. The Secretary of Commerce is authorized, subject to the provisions of 
this Act, to enter into charter agreements with qualified United States operators 
transferring under charter vessels of the Victory class for United States flag 
operation at a ratio of not to exceed ten (10) chartered vessels for each vessel 
of new construction to be built by the charterer, subject to the same determina- 
tions as provided in section 5 of this Act. Subject to the limitations and 
requirements of this Act, such vessels may be chartered upon such terms as to 
time and rate of hire as the Secretary deems necessary to effectuate the pur- 
poses of this Act, and without regard to the provisions of Chapter VII of the 
Merchant Marine Act of 1936. 

Sec. 7. Every agreement transferring any such war-built vessel shall include 
provisions (a) binding the charterer or purchaser to construction ‘of approved- 
type modern oceangoing dry-cargo vessels in United States shipyards as 
promptly as facilities are available but not later than a date to be fixed in each 
contract of charter or sale, (b) for establishing in the name of the charterer 
or purchaser a construction reserve fund or account into which shall be de- 
posited the net earnings from the operation of the chartered or purchased vessels 
and from which the charterer or purchaser shall pay or use for reimbursement 
to the extent previously paid, the equivalent of the construction cost differential, 
(c) providing reasonable safeguards against use of vessels chartered or sold 
in direct competition with general cargo services of established United States 
operators receiving operating differential subsidies under section 601 of the 
Merchant Marine Act of 1936, or operators in the United States coastal or inter- 
coastal trade within the meaning of the Intercoastal Shipping Act of 1933, and 
(d) in the case of vessels purchased, granting the Secretary an option to repur- 
chase such war-built vessel or vessels on behalf of the United States at a price 
not to exceed the price at which such war-built vessel was sold under this Act 
not earlier than three and not later than five years from the date transferred, 
but in no event prior to recovery by the purchaser from operation of such 
war-built vessel or vessels, of the equivalent of the construction cost differential 
on new buildings. For the purpose of this Act, the Secretary of Commerce 
is authorized to sell or agree to sell under the provisions of this Act not more 
than fifty war-built vessels owned by the United States, and to release on 
charter not more than —__-_-~ such vessels. During the period applications 
may be considered under this Act, applications filed pursuant to section 6 hereof 
shall have preference over other applications for charter of reserve fleet vessels. 

Sec. 8. For the purposes of this Act, the term “war-built vessel” means an 
oceangoing vessel of one thousand five hundred gross tons or more owned by 
the United States and suitable for commercial use, and which was constructed 
or contracted for, by or for the account of the United States during the period 
beginning January 1, 1941, and ending with September 2, 1945. 

For the purposes of this Act, the term “equivalent of the construction cost 
differential” shall mean the excess of the cost of constructing such vessel in a 
United States shipyard over the fair and reasonable estimate of cost, as de- 
termined by the Secretary, for the construction of the proposed vessel if it were 
constructed under similar plans and specifications in a foreign shipbuilding 
center deemed by the Secretary to furnish a fair and representative example 
for the determination of the estimated foreign cost of construction of vessels 
of the type proposed to be constructed. 

Sec. 9. No application under this Act filed after one year from the date of 
its enactment shall be given consideration, and no agreement of transfer shall 
be made after two years from the date of enactment of this Act. All actions, 
determinations, and decisions under this Act shall be final and conclusive on all 
questions of law or fact, and not subject to review by any court by mandamus 
or otherwise. 


STATEMENT OF JOHN L. INGOLDSBY, JR., ON BEHALF OF ANTOINE 
VLOEBERGHS, S. A. 


Mr. Incotpssy. Mr. Chairman, the purpose of my appearing, in 
addition to the prepared statement which was submitted on July 2, 
is that I would like to point out what the position of the Maritime 
Administration and the State Department is with respect to S. 2378, 
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which is Senator Clark’s bill to provide for the sale of five Libertys 
to Belgium or its citizens, with the specific restriction that it shall be 
used only for the carrying of anthracite from Pennsylvania to ports 
in Belgium and the Netherlands. 

The Navy’s opposition to this bill was a general ha gaeae in the 
sense that the Navy objected to the sale of any vessels on the ground 
that they were presently about 110 vessels short of M-day cargo- 
vessel requirements. 

I think that that general argument has been answered by a ge 
many witnesses that “have appeared before the committee, and I am 
not going to elaborate further. 

Senator Brste. I might say, for your information, I have a letter 
here from Admiral Bur: ‘roughs in response to questions which I asked 
specifically as to how many ships he could estimate with safety could 
be broken out of the fleet. That letter, I think, quite possibly antici- 
pates some of the statements you are going to make, and I think this 
might be an appropriate place to read it, because we can shorten your 
testimony, I think, by reading this letter into the record. 

This is the position of the Navy as of July 10, which is today, or 

rather yesterday, and it reads as follows: 


My Dear Mr. CHAIRMAN: During my testimony of July 2, 1957, before the 
Senate Committee on Interstate and Foreign Commerce, I was asked to provide 
additional information for the record with regard to proposed vessel-sales 
legislation. The additional information is set forth below. 

While discussing the 47 C1-MAV-1’s in the national reserve fleet as of March 
31, 1957, I was asked how many of these ships were needed for mobilization 
purposes and how many could be broken and sold out. Of these ships, the De- 
partment of Defense has a mobilization need for 35. Despite a mobilization 
deficit in dry-cargo shipping, the Department of Defense would not object to a 
proposal by the Department of Commerce for the sale of the remaining 12 ships, 
provided the Department of State approved the sale for reasons of foreign policy. 

I was further asked to resurvey the inventory of ships in the national reserve 
fleet to see if there are other types that can be broken out and sold. There are 
35 coal-burning Liberty ships and 20 N-3 coastal ships in the national reserve 
fleet whose sale foreign, if proposed by the Department of Commerce and 
advocated by the Department of State for reasons of foreign policy, would 
not be objected to by the Department of Defense. 

A third question was for an estimate of the percentage of those foreign- 
registered ships that the United States might be able to recapture in the case 
of sudden emergency. Considering those ships which we now have in the 
effective-control category, we estimate that, provided they have not been lost 
to enemy action, our machinery for recovery is such that we could bring them 
all into United States Government use. Individual, isolated cases, such as 
sabotage might occur, but in no higher an order of percentage than outright 
United States registered ships. 

I trust that the information contained herein will provide the committee with 
the information it was seeking. 

Sincerely yours, 
T. BURROWES, 
Directory of Logistics and Planning, United States Navy. 

Mr. Incotpssy. Mr. Chairman, possibly we fit within the framework 
of what the admiral says is available. If we don’t, the only thing that I 
can say on that is, and it has been said here many times, that a ship 
in active use is undoubtedly of more value provided it is under effec- 
tive control, and I just don’t believe that there would be too much 
argument as to whether or not ships of this type would be under 
effective control if they were subject to a requisition with an agree- 
ment with the Belgian Government. 
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There has never been very much difficulty with the Belgian Govern- 
ment. But the particular opposition that I did want to comment on 
very briefly is the opposition of the Maritime Administration and the 
State Department. The State Department’s opposition, as I under- 
stand their position and their testimony, is that they are opposed to 
S. 2378 on the ground that this would constitute increased competi-.ion 
to American-flag vessels. 

The Maritime Administration bases its opposition on the same 
ground plus the added ground that they are opposed to the sale of any 
reserve fleet vessels which are going to get into international trade, 
or they are opposed to the sale of any vessels under the formula of the 
1946 Ship Salee Act. 

The only point that I want to make is that this Pennsylvania 
anthracite does present one unique situation, in the sense that the 
restriction in S. 2378 would restrict the use of the ships to the carrying 
of anthracite which comes exclusively from Pennsylvania. 

The competition against that coal is coal from Russia and Wales. 
There has been testimony before the committee that in order to be 
competitive, to be used in Belgium and the Low Countries at all, it 
must have an extremely depressed ocean rate which has been estimated 
to be around $6.50 to $7 per ton, and if the price goes higher than 
that, it is very simple, the anthracite simply does not move. So I do 
want to make the point that this is not the type of cargo for which 
American- and foreign-flag vessels compete and somebody gets it. It 
is unique cargo in the sense that if the rate is not right, it does not 
move at all. I believe that Congressman Flood and Senator Clarke 
have indicated that it is their view that this is something which 
could do a considerable amount of good for Pennsylvania for an 
extremely depressed area, and I simply wanted to point out that we 
do not feel that this competition angle which has been stressed so 
heavily by the Maritime Administration actually applies to this 
particular bill. 

Senator Brste. Well, thank you very much, Mr. Ingoldsby. I am 
glad to have your additional statements in support of S. 2378. Did 
you have any questions ? 

Mr. Luckey. No, sir. 

Senator Bieter. Any questions, Mr. Bourbon ? 

Mr. Bourson. No questions. 

Senator Bisie. I would like to have inserted at this place in the 
record various letters and telegrams concerning the bills that are now 
before the committee, and some supplemental statements made by 
witnesses who previously appeared, for the record. For the informa- 
tion of those present and otherwise, the record will be kept open for 
1 week until Thursday, July 18. 

There is a letter from Senator Butler, a very distinguished member 
of this committee, concerning Senate Joint Resolution 110, urging 
the prompt consideration of this particular legislation, and this letter 
certainly will receive the careful attention of this subcommittee. 

Likewise, there is a supplementary statement by Alvin Shapiro, 
vice president, American Merchant Marine Institute, Inc., who had 
appeared as a witness previously. 

(The information referred to is as follows :) 
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UNITED States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
July 9, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

DEAR Mr. CHAIRMAN: On June 21, I introduced Senate Joint Resolution 110, 
now pending before our Merchant Marine and Fisheries Subcommittee. For 
reasons hereinafter set forth, it seems to me that this measure should be con- 
sidered promptly and reported favorably by the committee at the earliest pos- 
sible date. 

The measure, as you know, would authorize the Maritime Administration 
to sell a troopship of the C—4 type to the highest responsible bidder subject to 
terms and conditions established by the Maritime Administration. The vessel 
would be converted to a cruise ship carrying between 650 and 750 passengers 
and a limited amount of cargo. It would operate out of United States Atlantic 
and gulf ports to foreign ports in the gulf and Caribbean during the fall, winter, 
and spring months. During the summer, using the St. Lawrence Seaway, it 
would act as a first-class American passenger ship on the Great Lakes to cruise 
between American and Canadian ports. 

Largely because the vessel will be converted in a privately owned American 
yard I was moved to introduce Senate Joint Resolution 110. The cost of the 
conversion and repair work probably will exceed $10 million. The vessel, when 
converted, will be operated under the American flag and its complement of 
American maritime personnel should approximate 250. 

To my knowledge, there is no opposition of any consequence to this meas- 
ure. Unlike some pending bills which would authorize sales foreign of reserve 
fleet vessels, this sale will improve present American-flag service in an area 
where, in my opinion, we should be giving more thought to establishing firmly 
an American-flag fleet of up-to-date merchant ships. 

Last year I proposed quite a similar bill and by letter dated July 23, 
1956, the Secretary of Commerce notified you that his Department favored the 
proposal and understood that the Navy Department also recommended the 
sale and conversion of the vessel in question. 

I would appreciate your making this letter a part of the official hearing 
record on Senate Joint Resolution 110. 

With best wishes and warmest personal regards, I am 

Sincerely yours, 
JOHN MARSHALL BUTLER, 
United States Senator. 





SUPPLEMENTARY STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN MER- 
CHANT MARINE INSTITUTE, INC. 


On June 11, 1957, I appeared before this committee and presented on behalf of 
the American Merchant Marine Institute, of which I am vice president, our 
views in opposition to the legislation then being heard. 

The bills before the committee today are also ship-sales proposals for the 
disposition of vessels now in the national defense reserve fleet. In order not 
to burden the record, may we respectfully request that this statement be con- 
sidered for the record in conjunction with our earlier statement, thus avoiding 
undue repetition. In our June 11 remarks we outlined in detail why our or- 
ganizatiton opposed the proposals then before you which are not dissimilar in 
principle to those being heard today. If anything, our opposition has been 
strengthened since that date. The variety and number of proposals have grown 
so substantially that we are more than ever convinced that preesnt ship- 
sales bills have the overwhelming attraction to potential purchasers by being 
such great bargains that I have recently heard the reserve fleet referred to 
as the merchant marine discount house. 

S. 2378 calls for the sale of five Libertys to Belgium for exportation of coal 
from Philadelphia to the Lowlands, at Ship Sales Act of 1946 floor prices. As 
in the case of the bills for sales to Germany for the coal trade, we find no 
evidence that this traffic is in any way undertonnaged today, for in fact rates 
are presently at unusually low levels. 
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Further, S. 2378 would, as presented, provide severe competition for American 
ship operators in the trade in coal and on the return leg the ships would be free 
to compete with American ships in all commodities. 

Belgium’s fleet is already 20 percent larger than prewar, largely due to Amer- 
ican assistance. She purchased 15 vessels under our Ship Sales Act. She is 
having built for her own flag twice the tonnage she is seeking under S. 2378. In 
fact, she is even building today in her own yards for non-Belgian registry. We 
strongly urge the committee not to favor S. 2378. 

S. 2265 visualizes a total of 8 ships (4 Libertys, 2 Victorys, and 2 ClI-M—AV1’s, 
or tonnage the equivalent thereto) to be sold to Uruguay or its citizens, these 
vessels to be used in the coastal service not of that country but of all of South 
America. Regardless of language indicating otherwise, this operation would 
definitely be competitive with American-flag operators. It would thus unques- 
tionably affect American operators now in the South American trade and to the 
extent that some of these are subsidized, such competition would adversely 
uffect, at the very least, the United States Government’s interest in these 
operations. 

Another trading privilege provided in section 2 of this bill would enable totally 
free operation of vessels (except for trade with Communist-controlled nations), 
provided said trading is not competitive with American-flag ships. Since vessel 
operation is thoroughly fluid, it appears to us virtually impossible to add to the 
ship supply without indirectly, if not directly, affecting the competitive situa- 
tion for American-flag vessels. Obviously, if the vessels envisaged in 8. 2265 are 
put in any trade which now or in the future may be overtonnaged, a certain 
number of ships in this trade will tend to gravitate to American waters where 
they become directly competitive with American-owned ships. 

Section 4 of this bill alters our earlier concept of floor prices under the Mer- 
chant Ship Sales Act of 1946 by converting said prices into ceilings. In this par- 
ticular bill, the sale is to be made at fair market value considering age and condi- 
tion and the area of operation but not in excess of former floor prices. We 
strongly oppose S. 2265. 

S. 2249 contemplates the sale of 8 Libertys to citizens of Austria at floor prices. 
It further provides that the ships not be used in any liner trade or in any trade 
with the United States except for the movement of bulk cargo to the Mediter- 
ranean. When valid economical factors determined her maritime position both 
before World War II and since, Austria had a “nothing” merchant marine. 
Her entry into this area should not be encouraged by the United States today on 
the basis of uneconomic considerations, or the sales to her of instruments of com- 
petition at sea at unrealistic prices. 

As in other ship sales legislative proposals before this committee, we are 
struck with the language contained therein, particularly when the bills are 
read in conjunction with each other. Each proposal envisages some area of opera- 
tion for the vessels involved which will not be competitive with United States 
ships, directly or indirectly, or some commodity which United States ships do 
not carry and therefore cannot be hurt by the proposed sales. No commodity 
falls in the latter category. This is an inescapable fact whether one identifies 
the commodity as coal, grain, or just “bulk.” 

As to areas, it would appear that proponents of the legislation are slicing up 
the world and indicating where ships can be operated without hurting the 
United States fleet. So far, these areas include—India, Latin America, Northern 
Europe, and the Mediterranean. Before the record closes, other areas will be 
named. We take this opportunity respectfully to suggest to the committee that 
such lines of demarcation cannot be drawn and should not be drawn so long as 
we are in the midst of a struggle to develop a rounded, well-balanced American 
fleet for our commerce and defense. 

Finally, among the group of ship sales bills for foreign registry, we come to 
Senate Joint Resolution 116. This is by all means the most extreme of all of 
the proposals. It calls for the sale to the Philippines of 30 ships, which would 
be the equivalent of providing a 300 percent increase in the size of her present 
fleet. The bill calls for the sale of 10 Liberty ships of the John Sargent and 
Thomas Nelson type, plus 10 AP-2 Victorys and 10 AP-38 Victorys. The sales 
price formula is to be at a ceiling price equivalent of that which has consistently 
been the floor price under the Ship Sales Act of 1946, 

There is but one John Sargent and one Thomas Nelson available. It would 
appear to us regardless of the numbers involved that this proposal calls for the 
sale at about $500,000 apiece of 2 vessels on which we have just spent $314 
million and $3 million respectively to reeonvert to more modern type. Section 
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2 of the bill provides that the sales shall be made if “it is determined that such 
sales would not adversely affect the defense of the United States.” This is a 
thoroughly remarkable provision in that the expenditure of over $6 million for 
the reconversion of these 2 vessels was for the defense purpose of upgrading 
the reserve fleet. Is it conceivable that the Secretary of Defense could specify 
that they could be sold abroad after the expenditure of this sum for defense 
purposes and not adversely affect the defense of the United States? 

Section 3 of the bill specifies that there is a limited field of operation for these 
vessels which we of course realize is not the case, and which, as a matter of 
fact, the bill does not in any place provide. 

The committee will be most interested to learn, we are sure, that 11 of the 
18 vessels in the Philippine fleet are the result of the beneficence of the United 
States Government, and 5 of those 11 were sold under very special terms through 
Public Law 114 of the 84th Congress, approved June 30, 1955. It would appear 
that so long as a reserve fleet exists, some of our friends abroad will think that 
our beneficence, at least in regard to surplus ship sales, is unlimited. 

Further, we believe that the committee is aware of the fact that the recent 
sale to the Philippines in 1955 called for the operation of those vessels in the 
interisland trade except with the prior approval of the Secretary of Commerce. 
Today, those vessels are operating in noninterisland trade over the objection of 
the industry. 

So far as the 20 Victory vessels are concerned, we cannot conceive that they 
would be available for sale foreign, particularly since all 30 vessels, as provided 
in Senate Joint Resolution 116, called for unlimited operation, and we are reason- 
ably certain that the bulk if not all of that operation would be directly com- 
petitive with established American steamship service. For these reasons we 
feel reasonably certain that Senate Joint Resolution 116 will be rejected by the 
committee. 

As the committee realizes, the industry is seriously concerned with the rehabili- 
tation of American domestic trades which prewar gave employment to 53 percent 
of our nontanker tonnage. Today, this figure is but 20.6 percent. We see little 
justification, however, for using the reserve fleet as the sole source of that 
rehabilitation, for the age of the vessels involved would limit its duration. This 
is particularly so when it comes at the expense of operators presently in the 
business and frequently with vessels which they themselves may have purchased 
under the Ship Sales Act with the conviction that vessels unsold at the closing 
of the act would remain in the reserve fleet except for emergency purposes. To 
remove such vessels from the reserve fleet for sale to American citizens in 
competition with those who are presently in the business, and at greatly reduced 
prices, strikes us as being eminently unfair. 

Senate Joint Resolution 93 is one such proposal. It calls for the sale of 12 
C—4’s for use on the Great Lakes or (and this is of great concern to the insti- 
tute) on voyages to anywhere which either originate or terminate at a Great 
Lakes port. Said operation obviously visualizes the opening of the seaway. 
The vessels are to be sold at a floor of $1 million or only two-thirds of the floor 
prices under the Ship Sales Act. We are not authorities on Great Lakes opera- 
tion and, therefore, cannot indicate the necessity for the expansion of common 
earrier service in this area. We do know, however, that the Maritime Admin- 
istration has plans and is encouraging the use of new and modern vessels for 
seaway operation when once this project becomes a reality. We think it can 
do little but discourage the realization of a fleet increased by ideal types for 
the service to sell C—4’s unsuited for such service but nonetheless excellent buys 
at the price contemplated. 

The above comments also hold true for Senate Joint Resolution 110 except 
that by its very language there is no doubt that it contemplates an operation 
directly competitive with at least six shipping companies in the ocean trade. 

Senate Joint Resolution 109 is a bill which contemplates the sale of one Vic- 
tory for conversion to the ore and coal trade exclusively on the Great Lakes. 
It may well be that such a service is needed in that area. We do believe, how- 
ever, that if the need and economic justification is great enough, there is no 
reason for the discounted price, by some one-third, particularly in today’s 
market. 

As indicative of the nature of some of the ship-sales proposals that have been 
before you in the past, we would like particularly to comment on Senate Joint 
Resolution 111, which calls for an additional year’s time under which Public 
Law 9388 of the S4th Congress can be effectuated. Public Law 938, after a 
number of variations of the original proposal were heard, called for the sale 
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of two war-built vessels to be operated on trade routes 3 and 4. The Congress, 
in its wisdom, made this proposal quite attractive, so much so, in fact, that I 
doubt if many contemplated that 12 months would go by before it could be 
put into operation. We see no reason for extending the authority contained 
herein unless the Congress is convinced for reasons beyond our knowledge that 
the extension should be granted. Frankly, we are very much disturbed that 
Senate Joint Resolution 111 will set a precedent by which, regardless of the 
specified time limitation for any of the proposals, there will be undue and 
unreasonable requests made in the future to extend the time limit for any of 
the bills you may authorize during the course of the present hearings. It is 
dangerous and unwise, in our opinion, to authorize a transaction under one 
set of circumstances which become extremely unrealistic under another set 
of circumstances which may exist when as long a period as 24 months is al- 
lowed. We respectfully suggest that Senate Joint Resolution 111 be dis- 
approved. 

S. 2241 calls for the sale of an unspecified number of N3—M-—A1-type cargo 
vessels to American citizens for operation in the intercoastal and/or coastwise 
trade of the United States including trading privileges to the Territory of 
Alaska. Another bill, Senate Joint Resolution 101, calls for the sale to a spe- 
cific citizen corporation of one specified N3—M-—Al-type cargo vessel. Unlike 
S. 2241, Senate Joint Resolution 101 does not designate the area in which the 
vessel is to be operated, although from its physical characteristics we would 
assume the coastwise trade of the United States was involved. 

We are, as the committee knows, greatly dedicated to the rehabilitation of 
our domestic trade, but we cannot support legislation which calls for the 
breaking of the ship sales price formula as in the case of Senate Joint Resolution 
101 when such formula has prevailed in justice and equity for almost 10 years. 
S. 2241 has the pricing formula which is stated to be similar to that contained in 
Public Law 553 of the 83d Congress. Said law provides for a specific price 
for a particular vessel. If it is intended by S. 2241 to keep within the frame- 
work of the Ship Sales Act of 1946, we find it less objectionable than the other 
bills heard here today. 

S. 2403 calls for the sale of 50 vessels, preferably of the Victory class, to non- 
subsidized operators under American flag. It further provides that purchasers 
shall commit themselves to build 1 new vessel for each 5 vessels acquired under 
the act. 

S. 2403 is subject to the same criticism as was covered in our comments in 
connection with other similar legislation, i. e., it calls for the sale of vessels not 
only at considerably below present value but considerably below floor price of 
the old Merchant Ship Sales Act as well. It goes one stage further, however, 
and provides that there shall be deducted from the price of the vessel all costs 
required to put the vessel in class. This could and finally would provide for a 
phenomenally low price for a vessel of the Victory class. 

The cornerstone upon which this bill rests is that it seeks to use the ship 
sales device to get commitments ultimately to build new vessels. The bill en- 
visions a level of profitable operation with the vessels purchased to an extent 
that appropriated construction-differential money would not be required in order 
to complete new vessels (on a 1 new ship to 5 old ships basis). 

It should first be noted that vessels trading in international trade are all 
eligible for construction-differential subsidy, not only vessels of subsidized 
operators. This bill, however, is entirely discriminatory in that it seeks to 
overcome the shortage of construction-differential money but confines the 
procedure to nonsubsidized operators. It should be noted, however, that an 
overwhelming proportion of the construction-differential moneys requested are 
for application against subsidized line vessels. This, however, is only the reality 
of the situation and not a result of any legal limitation. By allowing only non- 
subsidized operators the privileges under the act, it is clear that the bill could 
not go very far in overcoming the inadequate construction-differential subsidy 
funds available, since that inadequacy exists as noted overwhelmingly in con- 
nection with subsidized lines’ obligations. Moreover, since the fundamental 
premises of S. 2403 depart so drastically from our national maritime policy 
as established in the 1936 act, we believe the closest scrutiny is required before 
any precedent for such departure is established through any bill which is as 
limited in scope as S. 2403. 

Moreover, the bill overlooks the impact which might be created on all vessels 
presently in the American fleet trading internationally whether subsidized or 
nonsubsidized. The addition of 50 Victory-type ships with such a minimum 








SALE OF SHIPS FROM RESERVE FLEET 269 


capital outlay as required by S. 2403 could be a very fortunate thing for the 
purchasers of the 50 vessels involved but at the same time could have serious 
adverse competitive effects on the balance of our merchant marine. 

The bill envisions a continued period of prosperity in the ocean-shipping 
field which would enable the recovery from the operation of the purchased 
vessels of enough money in a very short period of time to enable the ship 
purchasers to recover in addition to normal business profits enough additionally 
to meet 45 percent approximately of the cost of building new ships (which on 
a 5-to-1 basis would be almost 10 percent of such cost per ship). It is highly 
questionable that this is economically probable. The legislation involves binding 
the purchaser to construct new vessels but does not specify how this shall be per- 
formed. It is completely possible that if this legislation were enacted and if the 
prosperity of the shipping market were reasonably maintained in the future, 
purchasers of vessels under the act would benefit by substantial profits, made so 
by low capital costs but could, with little if any penalty at all, abstain from 
building new tonnage and forfeit at most only the ships purchased at extremely 
low cost. In fact, a ship operator does not undertake to build a new vessel 
sometime in the future on the basis of profits acquired through the operation of 
older vessels. Any reasonable businessman entertains the expansion of his 
capital plant on the basis of the potential profitability of the new capital equip- 
ment, not on the basis of the profitability of that equipment which he previously 
had operated. In this respect S. 2403 goes wide of the mark by placing the cart 
before the horse. 

We feel certain that because of the limitation of its application, because of 
its discriminatory treatment of subsidized versus nonsubsidized vessels, and 
because of the basic economic fallacies on which it rests, the committee will 
reject S. 2403. 

In our earlier presentation we indicated that we would inform the commit- 
tee of our views of the maritime draft legislation presented to the committee 
on June 10. Weare opposed to enactment of the draft bill. 

The two initial provisos of the bill call for consultation with various depart- 
ments and a finding that the vessels to be sold are not inconsistent or incom- 
patible with present legislation or our defense requirements. We can foresee 
severe complications resulting therefrom because of the lack of standards by 
which to measure such inconsistency or incompatibility as may exist. 

The bill is clearly discriminatory in that it provides sales authority for for- 
eign nations but in no way considers nor makes available vessels for sale to 
American citizens. 

Section 2 (a), paragraph (2), should be subdivided in two separate para- 
graphs. The consideration of the payment should depend on the condition of 
the vessel being transferred as a special criterion but the balance of that para- 
graph should be incorporated in a new paragraph (3) which would provide that 
the minimum price shall be the Ship Sales Act of 1946 floor price. Further, 
paragraph (2) of section 2 (a) is additionally faulty since the entire bill calls 
for sales foreign but the date of the determination of the price under the Ship 
Sales Act of 1946 is January 15, 1951. To be entirely consistent with previous 
actions of Congress, the date of these sales for foreign ownership should be as of 
March 1948, when authority to sell for foreign registry ended, not January 
1951, which was the date of the close of the Ship Sales Act for American registry. 

We do recognize that the determination of the number of vessels to be sold 
is granted to the Secretary of Commerce, but the bill itself provides no limit. 
Presumably all 2,000 vessels in the reserve fleet could, under its provisions, 
be available for sale. 

It is our view that if the vessels to be sold under the act are to be confined 
to the domestic trade of foreign nations, this should be done by limiting the 
nature of the vessels sold to those strictly usable in the coastal trade. In this 
fashion there would be lessened the potential competitive impact on our fleet 
of ocean-going vessels released from present domestic trade should they be re- 
placed by vessels sold under the act. 

The last phrase of section 3 (b) should, we believe, refer to requisitioning 
as if the vessel were registered under under the United States flag rather than 
requisitioning from a citizen of the United States. 

Although we believe we will not be a party in interest in any ship sales trans- 
actions envisoned under the draft bill, we question the propriety of excluding 
court review of any action and determination or decision under the act as is 
provided by section 4 of the bill. 
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We strongly object to the fact that determinations made under the draft bill 
require no public hearing in which United States interests can be heard. This 
is in sharp conflict with other proceedings of the Maritime Board in which even 
temporary charter of vessels by United States citizens is involved. 

Finally, we think the bill falls seriously short of the mark in that it in no 
way will reduce the deluge of bills to be heard by the Congress in connection 
with sales for other than foreign coastal trades. So long as there is a possi- 
bility of enacting legislation favoring certain purchasers by the sale from the 
reserve fleet of bargain-priced vessels, there will continuously be a myriad of 
proposals to be heard by the Congress. This legislation will in no way signifi- 
cantiy relieve that burden. 


SEATTLE, WASH., July 9, 1957. 













Senator WARREN MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
Washington, D. C.: 
Sailors Union of the Pacific strongly favors the passage of Senate bill 2241 
and urge a favorable report from your committee. 
R. JOHANSEN, 
Sailors Union of the Pacific, Seattle Branch. 


SEATTLE, WASH., July 9, 1957. 





















Senator WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Washington, D. C.: 
Marine Cooks and Stewards, A. F. of L., favors the passage of Senate bill 
No. 2241 and urges favorable report from your committee. 
J. WitLovuGHey, Port Agent. 


SEATTLE, WASH., July 9, 1957. 
Senator WarREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Washington, D. C.: 
Puget Sound Maritime Grades Council strongly favors the passage of Senate 
bill No. 2241 and urges favorable report from your committee. 
J. WILLOUGHBY, 
President, Puget Sound Maritime Trade Council. 





SHIPBUILDERS COUNCIL OF AMERICA, 
New York, N. Y., June 13, 1957. 
Hon. WARREN G. MAGNUSON, 
Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D.C. 


My Dear Senator: In connection with the hearing recently concluded by the 
Senate Committee on Interstate and Foreign Commerce on the sale of ships 
from the maritime reserve fleets to foreign nationals or Governments, the mem- 
bers of the Shipbuilders Council desire to go on record as strongly opposed to 
all sales of reserve-fleet ships for foreign-flag operation as constituting a com- 
petitive threat to the American merchant marine. 

Regardless of restrictions limiting such vessels when sold to coastwise opera- 
tion in the country of acquisition, nevertheless they could release other vessels 
for direct competition in international trade. 

The possibility of obtaining such ships at the floor prices of the Ship Sales 
Act under present world market conditions for ships is apparently the principal 
inducement that activates the applicants for whom bills have been filed and 
the many others who the council is advised are contemplating filing applications. 

Practically all of the countries involved had the opportunity to purchase sur- 
plus war-built vessels under the Ship Sales Act at the floor prices stipulated in 
the Act during the period covered by the act and later extended by the Congress. 
Now that there is a worldwide demand for ships with consequent high world 
market values, the applicants want the opportunity to do now what they did not 
see fit to do 10 years ago. Why should the United States now sell ships to for- 
eign interests at bargain prices when that same privilege is denied to United 
States citizens? 
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The underlying motive of the Ship Sales Act was to afford both United States 
and foreign buyers an opportunity for a limited period to purchase ships on 
basically identical terms and conditions and, thereafter, to freeze all war-built 
ships and make them permanently not available for sale to either United States 
citizens or foreign nationals and/or governments. This policy was designed to 
protect American-flag shipowners not only as to the value of ships already 
purchased but also against the possibility of the later sale of United States 
ships at low prices to their foreign-flag competitors. The inference is plain that 
it likewise was designed to protect the United States shipbuilding industry 
against the continued threat of the availability at low price of war-built ships 
as a potential threat against new ship construction. 

The approval of any of the bills now pending would run counter to the under- 
lying motive and policy of the Ship Sales Act, and would, in effect, be a breach 
of faith on the part of the United States Government to United States flag 
shipowners and shipbuilders who have a right to rely upon the provisions of 
the Ship Sales Act. 

If foreign nationals or governments need additional tonnage, let them build 
ships or have them built just as United States citizens must do. 

It is not now necessary as a matter of foreign policy to rehabilitate foreign- 
flag merchant marines to compete with our own merchant marine by giving them 
war-built ships at bargain prices, and thus, in effect, subsidize our foreign-flag 
competition. 

For the same reasons, the members of the Shipbuilders Council are not in 
favor of the bill proposed by the Maritime Administration giving that agency 
authority to sell reserve fleet ships foreign, subject to certain requirements and 
restrictions. 

The Shipbuilders Council feels strongly that the time has come for the Con- 
gress to take the position that the Ship Sales Act of 1946 means what it says 
and any further attempts to emasculate that act should not be countenanced. 

The Shipbuilders Council desires to go on record in full support of the position 
taken by the American Merchant Marine Institute in the statement submitted by 
that organization to the committee. 

The Shipbuilders Council earnestly hopes that the committee will give the 
subject matter of this letter the consideration to which the council believes it is 
entitled and that it will be incorporated in the record of the hearings on the 
question of the sale of surplus war-built ships foreign. 

Very truly yours, 
L. R. SaAnrorp, President. 


NEw York, N. Y., June 18, 1957. 
Senator WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
United States Capitol, Washington, D.C. 

DEAR SENATOR MaGnuson: As a person who has been engaged in the shipping 
industry for more than 40 years and has been a consistent advocate of an ade- 
quate American merchant marine, I cannot avoid being disturbed at the numer- 
ous bills introduced recently proposing the sale of vessels from the reserve 
fleet, not only to a score of foreign nations but also to certain proposed American 
purchasers. 

The fundamentals in this situation are simple indeed. The highest author- 
ities assure us that with the completion of tonnage now on the books, the world 
fleet of oceangoing vessels will be double that in being at the beginning of 
war in 1939. Not only will the tonnage be double but the increased speed of 
these units and their more modern design and cargo gear will still further 
augment their relative capacity. 

There is nothing in prospect which would justify the belief that the com- 
merce of the world available to such an oceangoing fleet will in the foreseeable 
future be double the volume which existed at the beginning of 1939. It is only 
too obvious that the world fleet for cargo purposes will be over-tonnaged. By 
withdrawing war-built vessels from our reserve fleet and selling them to Ameri- 
ean and/or foreign purchasers, we would only add to the excess of vessel capac- 
ity over probable freight offerings, with an attending depression of world ship- 
ping markets. It must be obvious, therefore, that such sales as are being pro- 
posed from our reserve fleet will be detrimental not only to the American 
merchant marine but ultimately to the merchant marines of other nations, and 
their respective economies. 
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I place no reliance upon the so-called restrictions to maintain such vessels 
exclusively in the coastwise trade of the purchaser nation. Where these restric- 
tions have been applied in the past, waivers have often been granted. Even if 
the waivers were strictly enforced, it would be clear to any experienced shipping 
person (or in fact any thoughtful individual), that the placing of such vessels in 
any restricted trade results in the displacing of a unit which in turn displaces 
a unit in some other trade and eventually backs up into the world ocean-shipping 
market where the overseas vessels of any and all nations may be affected. 

If a shortage of ships for world commerce existed, or if the commerce of indi- 
vidual nations or groups of nations was obstructed by lack of such vessels, there 
might be circumstances justifying these considerations. Where, however, the 
situation is exactly the reverse, I very respectfully suggest to you that favorable 
action on any of these pending bills will be detrimental to the shipping interests 
and the shipbuilding interests of the United States and ultimately to the same 
interests in other countries where the effect of such overtonnaging of the world 
fleet for ocean commerce can and will ultimately be felt. 

I am sure it is unnecessary for me to remind you that one of the fundamental 
provisions of the Ship Sales Act of 1946 called for the permanent withdrawal of 
unsold vessels from the market and for their retention thereafter in the reserve 
fleet. Upon such assurance, provided by congressional legislation, foreign and 
American buyers purchased approximately 2,000 ships through a period which 
was twice extended to allow buyers ample opportunity. The purpose of this 
provision was quite clear—to assure purchasers that the large number of remain- 
ing vessels would not subsequently hang over the market and reduce the value of 
the ships so purchased. I suggest that the Congress might well consider whether 
or not such a commitment, going beyond mere assurances, does not constitute a 
moral as well as a legal obligation. The matter of living up to its commitments 
has always been one of the cardinal principles of our country. 

Sincerely yours, 
FRAZER A. BAILEY. 


SALJOAN Coat & COKE Corp., 
New York, N. Y., June 28, 1957. 
Hon. ALAN BIBLE, 
United States Senator, 
United States Senate, Washington, D. C. 

My Dear SENATOR BIBLE: I have been following with interest the hearings before 
your Subcommittee of Interstate and Foreign Commerce with regard to Senate 
Joint Resolution 90, calling for the sale of 24 obsolete coal-burning vessels from 
the mothball fleet to the German-American Coal Transport Corp., a German firm 

Saljoan Corp. is a leading exporter of American coal. I am also an operator of 
important coal properties in the States of West Virginia, Kentucky, and Penn- 
sylvania. It is my view that those of us in the coal business, as well as others, 
should make every effort not only to retain the current markets we now enjoy for 
exports of American coal in Europe and elsewhere but that we should watchfully 
continue our efforts to do anything and everything possible to cooperate and help 
those foreign customers of ours who are interested in helping us to achieve and 
maintain permanent markets. 

At least one of the members of the German-American Coal Transport Corp. has 
rendered a great contribution to the American coal industry and at a time when 
we needed markets. This was done by the introductions into Germany for the 
first time in history of several million tons of coal in 1951 and 1952 which were 
used in the German steel industry, despite the protestations and scoffing of many 
industrial figures that it was not economically feasible. That it was highly suc- 
cessful and profitable to the American and German economies involved is now 
history. But should your committee desire specific figures and dates on this 
matter, I should be glad to provide them. 

It seems to me only just that a group of enterprising businessmen who have 
done so much and are doing so much to support exports of American coal should 
be helped in trying to solve a problem of a very serious nature—that of achieving 
stable coal freight rates over a period of 5 or 10 years in order that economic 
planning may be done in connection with German industrial programing. 

It is understandable and reasonable that they should desire to avoid being 
continuously subjected to the arbitrary fluctuating ocean freight rates on coal 
which, as you know, are controlled from London and result in huge profits for a 
small group of ship operators who have no primary concern with the maintenance 
of permanent markets for United States coal. 
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The inspiration which motivated the creation of the American Coal Shipping 
Corp. was very similar to the objective desired by our German friends under refer- 
ence. Unfortunately, the efforts of the American Coal Shipping Corp. have had 
troubles but the German American Coal Transportation will be able to handle 
matters to avoid these troubles and produce transportation for much larger ton- 
nages of American coal. 

It seems to me, therefore, that it is in the interest of those of us who are en- 
gaged in the cnel trade to support this undertaking of our German friends to 
acquire coal-burning vessels and I believe, that since it is the policy of the 
United States Government to do everything possible to help the German Govern- 
ment maintain a healthy economy, the very least we can do is to regard sympa- 
thetically this undertaking. 

I hope very much, therefore, that your subcommittee will give full and sympa- 
thetic consideration to Senate Joint Resolution 90, to the end that these boats 
will be sold under whatever conditions are prescribed by law in order that they 
may be used to increase our permanent market of United States coal by at least 
2 million tons per year over the next 10 years. 

With kind regards, I am, 

Respectfully yours, 
J. R. Maust, President. 


SUPPLEMENTAL TESTIMONY OF JOHN J. TENNANT, PRESIDENT OF W. R. CHAMBER- 
LIn & Co., IN Support or §S, 2241 


My name is John J. Tennant, I am president of W. R. Chamberlin & Co. of Port- 
land, Oreg., which is engaged in contract carriage by water in the Pacific coast- 
wise trade. In view of the testimony submitted by Mr. Thomas B. Crowley, who is 
in a joint venture with the Oliver J. Olson Co., in opposition to S. 2241, I desire 
to supplement my statement which was presented earlier. 

Mr. Crowley alleges that the proposed legislation is unfair. I find this diffi- 
cult to understand. SS. 2241 would grant nothing to my company that it does 
not also grant to his. It may be that the Oliver J. Olson Co. would prefer to 
operate barges instead of ships. This is suggested by (1) the fact that in 1956 
the Olson company sold two ships; and (2) Olson company witnesses testified 
in an ICC hearing in 1956 that barges are more economical to operate. However, 
their apparent disinterest in operating the N-—3-type vessels does not prove that 
there is anything inequitable in 8S. 2241, which would permit other companies to 
put these idle ships to constructive use. 

Mr. Crowley also testified that there is more than adequate equipment on the 
Pacific coast, and that no operator has a need for the ships in question. My pre- 
vious testimony was, and I want to emphasize it again, that the W. R. Chamber- 
lin & Co. is being offered more business than we can handle. We are in a posi- 
tion to put an N-3 ship to good use today. 


DETROIT ATLANTIC NAVIGATION CorRP., 
Detroit, Mich., July 10, 1957. 
Hon. WARREN MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: During my testimony during the hearing held by 
your Subcommittee on Merchant Marine to consider Senate Joint Resolution 93, 
Senator Bible was kind enough to ask for our comments concerning the amend- 
ments to the proposed bill suggested by the Maritime Administration. The pur- 
pose of this letter is to set forth for the committee’s consideration our views on 
the Maritime Administration’s proposals. 

The purpose of Senate Joint Resolution 93 is to permit the reestablishment 
of common-carrier service on the Great Lakes and on voyages to and from the 
Great Lakes. The justification for the proposed reopening of the Ship Sales 
Act was that, as a practical matter, Great Lakes operators were not able to 
avail themselves of the Ship Sales Act prior to its termination because (@) ships 
could not economically be brought into the Great Lakes, (b) the Maritime 
Administration had granted allowances for Great Lakes operators, and (c) the 
absence of the St. Lawrence seaway limited water transportation on the lakes. 
With the St. Lawrence seaway development, there is a predicted upsurge in 
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Great Lakes traffic, a need for Great Lakes vessels, and a means of bringing 
these vessels into the Great Lakes without difficulty. The purpose of Senate 
Joint Resolution 93 was not generally to reopen the Ship Sales Act, but 
merely to grant to Great Lakes operators a privilege which ocean operators, in- 
eluding foreign-flag operators, previously had but which Great Lakes operators 
could not then avail themselves of. 

In view of the foregoing, we question whether the proposed amendment to 
Senate Joint Resolution 93 would basically accomplish the purpose of that bill. 
Moreover, we question whether opening of the Ship Sales Act to all operators in 
the domestic trades, rather than being limited to the Great Lakes, would not 
incur opposition to this legislation which the bill as limited to the Great Lakes 
would not. Operators in all of the domestic trades, contiguous and noncontigu- 
ous, had opportunity to purchase these vessels prior to the expiration of the 
Ship Sales Act. But as previously stated, Great Lakes operators did not have 
this opportunity as a practical matter. 

The proposals by the Maritime Administration would open bidding on these 
vessels to operators of bulk-carrying ships, passenger ships, and for any other 
purpose approved by the Secretary of Commerce. In view of the fact that the 
bill would set up a competitive bid basis, and in view of the limited number of 
vessels available, we feel that the primary purpose of Senate Joint Resolution 
93 would be defeated in that Great Lakes operators, with their limited profit 
opportunities, would be unable to compete with bulk-carrying and other ship 
owners in bidding for these vessels. 

May we also invite your attention to the fact that Senate Joint Resolution 93 
is specifically designed to permit the resumption of common-carrier services on 
the Great Lakes. We believe that through Senate Joint Resolution 93 there 
could be reestablished the package freight and passenger service which pre- 
viously existed on the Great Lakes before World War II. The proposed 
amendments completely eliminate the common-carrier concept and would make 
the vessels available to any carrier in the domestic trades, irrespective of the 
type of service offered, purely on a bid basis. 

In view of the foregoing, we have three principal comments to make on the 
proposals by the Maritime Administration: (1) We would basically recommend 
that Senate Joint Resolution 93 be retained as legislation specifically for the 
reestablishment of the Great Lakes trade. Should there be any need for addi- 
tional sales of ships for use in other domestic trades we believe that this would 
be better handled in a separate bill. We feel that to do otherwise would incur 
substantial opposition from people who believe that the Ship Sales Act should 
not be arbitrarily opened to all comers in the domestic trades, but who would 
have no objection to opening it to Great Lakes trade in view of the fact that 
equity requires that Great Lakes operators be allowed the same practical op- 
portunity as American ocean operators, and even foreign operators, previously 
had. 

2. In the event that the committee may favorably consider an omnibus bill 
such as that contained in the Maritime Administration’s proposed amendments 
to Senate Joint Resolution 93, may we respectfully suggest that the amendments 
be further amended so as to provide that primary preference shall be given to 
applicants seeking to purchase vessels primarily for use on the Great Lakes, or 
for use on services to or from the Great Lakes. We suggest that where the 
applicant to purchase vessels commits himself to use them in the Great Lakes 
trades that primarily allocation of vessels be made to such applicants even 
though their bid price shall not be as great as that of other operators; pro- 
vided, however, that the bid by the Great Lakes operator shall be not less than 
the upset price as set by Senate Joint Resolution 93 in its original form, or by 
the minor modification of that provision as proposed by the Maritime Adminis- 
tration. We feel that such a provision will prevent Great Lakes operators from 
being overwhelmed by the greater resources of nonlakes operators. 

3. We also suggest that this preference to Great Lakes operators be given only 
on condition that the vessels be used in common carrier service. To do other- 
wise, even though limiting the ships to Great Lakes services, would put operators 
seeking to reestablish common carrier services to serve all industry and all ship- 
pers at a material disadvantage, in that they would be unable to compete with 
industrial carriers which could bid on such vessels, even though such industrial 
bidders would use the vessels in the Great Lakes trade. Obviously the risks of 
seeking to reestablish new common carrier service on the Great Lakes would 
make it difficult for those seeking to do so to compete on a bid-price basis with 
bulk operators seeking new vessels. 
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4. There are presently pending before your committee a substantial number 
of bills which would authorize the sale of vessels in the reserve fleet to foreign 
countries. While many of these have been unfavorably reported on by the Gov- 
ernment departments concerned, a few have been approved by such Government 
agencies. In connection with such applications, approval has been given to the 
sale of CI-MAVI-type vessels. In view of the limited number of such vessels 
available, and in view of the suitability for use of such vessels on the Great 
Lakes, may we suggest that preference be given to American purchasers of vessels 
as opposed to foreign purchasers. 

As we previously stated in this letter, we would prefer that Senate Joint 
Resolution 93 be maintained as separate legislation for the Great Lakes op- 
erators. On the other hand, if the committee feels that a general bill such as sug- 
gested by the Maritime Administration should be adopted, may we respectfully 
request the inclusion of amendments which would give preference to Great Lakes 
operators and, particularly, to Great Lakes operators who would utilize the 
vessels in common carrier service. Should you wish, we would be very pleased 
to discuss with you, any committee member, or committee counsel the proposed 
language of such amendments. 

Very truly yours, 
DETROIT ATLANTIC NAVIGATION CorP., 
By A. L. Fatrcninp, Vice President. 


TRANSLATION OF LETTER FRoM Mr. CASTANARES, MEXICAN MERCHANT MARINE 


To Whom It May Concern: 


We take pleasure in informing you that Transportes Maritimos Mexicanos, 
S. A., is one of the principal private companies of Mexico devoted to the mari- 
time transportation of white [legitimate] cargo. 

This company was organized under Mexican law [and] has been operating up 
to now in complete accord with the rules and regulations of this Department. 

The expansion of its activities, as well as the operation by Transportes Mari- 
timos Mexicanos, S. A., of other vessels flying the Mexican flag, would be viewed 
with gratification. 

THE DIRECTOR GENERAL OF THE MERCHANT MARINE, 

[RUBBER SEAL] /s/ Alt. RAFAEL ISAGUIRRE Y CASTANARES, 

Secretaria de Marina [Department of the Navy], Office of the Director 
General of the Merchant Marine. 


WASHINGTON, D. C., July 17, 1957. 
Hon. ALAN BIBLE, 
United States Senate, 
Washington, D. C. 


DreAR SENATOR BIBLE: Under your guidance, the Merchant Marine and Fish- 
eries Subcommittee of the Senate Interstate and Foreign Commerce Committee 
has now concluded its hearings on those several bills proposing the sale to 
foreign interests of certain vessels now inactive in the national defense reserve 
fleet. 

You will recall that in the course of those hearings I appeared as spokesman 
for an American firm and a German industrial firm in support of Senate Joint 
Resolution 84, a bill which, if approved by the Congress, would make possible 
the sale to the German firm of six Liberty ships intended for use in the transporta- 
tion to Germany of coal purchased on long-term contract in the United States. 

Because of the close attention which you and your committee colleagues have 
given these bills and because of the careful study of them in which you are now 
engaged, I should like to present briefly for your consideration refutation of 
certain arguments against Senate Joint Resolution 84 advanced in these hear- 
ings by merchant marine and other interests. These arguments were as fol- 
lows: 

1. National defense.—It was contended by the Department of Defense that 
these Liberty ships are essential in event of emergency and mobilization need. 
Might it not fairly be argued that these vessels, none of which have an esti- 
mated useful life remaining of more than 6 years, and no one of which is capable 
of a maximum speed of more than 11 knots, will scarcely prove an asset to us 
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in any emergency—that they might indeed prove not only useless but actually 
hazardous to other vessels in modern, high-speed convoys? 

Might it not also be argued, equally strongly, that sale of these vessels and 
the use of funds derived from such sales for new construction of fast, modern 
eargo vessels, would on the contrary far better serve both our national de- 
fense needs and our Federal Treasury, since the 1,400 Liberty ships now in 
mothballs are costing the United States Government, by testimony of the Fed- 
eral Maritime Administrator himself, a total of $7,500,000 annually? 

2. Competition with the American merchant marine.—The argument that sale 
of such vessels to foreign interests would represent unfair, unwise, and costly 
competition to the American merchant marine in the transportation of coal 
has been quite thoroughly demolished by the Federal Maritime Board in recent 
months. 

In support of that point may I quote here certain conclusions reached by the 
Federal Maritime Board at the time of the application by American Coal Ship- 
ping, Ine., for the chartering of 30 Liberty-type, war-built dry-cargo vessels? 
These conclusions are cited from the Federal Maritime Board’s Docket No. 
M-70, dated October 3, 1956. 

“We believe that a sufficient showing has been made to justify reasonable 
persons to conclude that coal exports will be approximately 10 million tons 
greater in 1956 than in 1955 and that 1957 exports will be approximately 10 per- 
cent in excess of 1956. The 30 chartered vessels could carry only 25 percent 
of the 1956 increase over 1955 exports. No vessels are being built for Amer- 
ican-flag operation which could be used to carry any portion of the estimated 
increase. Even if the increase in exports does not reach one-quarter of the 
estimate, 30 chartered ships would not take away cargoes from American-flag 
operators.” 

“American-flag vessels carried from 4 percent to 5 percent of American coal 
exports in 1955, and only 1 percent of such exports during the first 6 months of 
1956, although coal exports increased 17 percent over 1955, according to testi- 
mony given by the chairman of the board of ACS. This testimony was unchal- 
lenged and must be accepted as establishing conclusively that the export coal 
service is not adequately served by American-flag vessels. Even the opponents 
of application acknowledge that American-flag ships have not traditionally en- 
gaged in the coal trade.” 

“Opponents contend that the reason the service is not adequate is because 
the rates have been too low to support an American-flag operation. The reasons 
for the inadequacy of the service are not at issue; we are limited to the question 
of whether the coal service is adequately served by American-flag vessels. The 
answer is inescapable. As one witness said, ‘American-flag vessels have prac- 
tically abandoned the coal shipping field.’ 

“The record in this case establishes that ‘privately owned American-flag vessels 
are not available for charter by private operators on reasonable conditions and 
on reasonable rates.’ 

“American-flag liner operators do not contend that they are interested in 
earrying coal. American-flag tramp owners do not have sufficient ships to carry 
any substantial quantity of the anticipated coal exports even if they devote 
them all to carrying coal, which they will not do, because if the owners made 
them available for coal they would not be avuilable for grain and other cargoes 
under the 50—50 law. 

“The 30 ships operated by applicant would not be able to carry more than 
approximately 2% million tons of coal a year in the Hampton Roads-Ant- 
werp/Rotterdam service, which is only about 5 percent of the estimated coal 
exports of 45 million tons for 1956 and 50 million tons for 1957. 

“On the basis of the facts adduced at the hearing, the Board finds and hereby 
certifies to the Secretary of Commerce: * * * That privately owned American- 
flag vessels are not available for charter by private operators on reasonable 
conditions and at reasonable rates for use in such service.” 

3. Transportation rates.—Assistant Secretary of State Kalijarvi, testifying 
for the Department of State in these hearings in opposition to Senate Joint 
Resolution 84 and other bills, stated that because of currently, even if tempo- 
rarily, depressed transportation rates in the coal trade, there was adequate 
shipping available under the American flag for this purpose and that, therefore, 
there was no longer any need whatever, as his Department sees it, for a foreign 
firm requesting vessels of its own to insure uninterrupted delivery of American 
coal. 
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Because of these currently depressed rates, which no one denies, coal is not 
being readily moved nor can contracts for more than 1 or 2 voyages be agreed 
upon, so unprofitable has it become for American-flag operators to carry 
American coal abroad. Mr. Kalijarvi’s argument is, therefore, open to serious 
question. 

4. The American coal industry and the American merchant marine.—Through- 
out these hearings, which were most fairly and courteously conducted from 
beginning to end, almost no testimony, apart from my own in support of Senate 
Joint Resolution 84, paid proper attention to the vital fact of the American 
coal industry’s stake in the proposed ventures represented by Senate Joint 
Resolution 84 and certain other of these bills. The health and well-being of 
the American merchant marine, though a matter of great concern to all of us, 
were given predominance in the testimony of nearly every opposition witness, 
whereas the health and welfare of the American coal industry and the hundreds 
of thousands of Americans employed therein were painfully neglected. 

No good American, of course, wishes to propose or take any action detrimental 
to our merchant marine. The evidence I have quoted above from Federal 
Maritime Board documentation makes it clear that no disadvantage, competitive 
or otherwise, is imposed upon our merchant marine by these measures. 

Equally important, however, I cannot help but insist that unless transporta- 
tion can be found for the shipment of these vast quantities of American coal 
now in such demand abroad, we will be doing the American coal industry and 
the American economy a harsh disservice. Since American-flag vessels cannot 
or will not supply that transportation from within our merchant marine, it 
does seem reasonable that to make possible the shipment abroad of these millions 
of tons of American coal, we seek ways and means of making such transporta- 
tion available to friendly nations, good customers, from among our own unused 
and soon-to-be-useless Liberty ships now in mothballs. 

Unless, in short, we help our friends abroad to help themselves to get our 
coal into their furnaces on a dependable, long-term contract basis, we will find, 
inevitably, that we will sell no coal, move no ships, realize no funds for new 
construction from this source, and probably drive these now friendly customers 
into other trade channels far less friendly to us. 

Thank you ever so much, Senator, for your courtesy and for your considera- 
tion of this point of view. If there is anything above which I have not made 
clear, or if you feel there is further information which I can supply that might 
prove helpful, please call upon me. 

Sincerely, 


JOHN B. FIsHeEr. 


COMMITTEE OF AMERICAN STEAMSHIP LINES, 
Washington, D. C., June 17, 1957. 


Senator WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Capitol Building, Washington, D. C. 


DraR CHAIRMAN Macnuson: The Committee of American Steamship Lines, 
representing all American-flag steamship companies holding operating differen- 
tial subsidy agreements with the United States, is opposed to the reopening 
of the Ship Sales Act of 1946. Specifically, we would like to be recorded in oppo- 
sition to the bills and the joint resolutions (S. J. Res. 66, S. 1644, S. J. Res. 
84, S. 2038 and S. J. Res. 90) which were the subject of hearings before the Sub- 
committee on Merchant Marine and Fisheries of the Committee on Interstate 
and Foreign Commerce in the period June 10-12. We respectfully request that 
this letter be made a part of the record of these hearings. 

Our position in this respect is consistent with the view of all other American 
steamship associations and with the historical position of the industry when 
similar proposals have been made in the past. The only exceptions to industry’s 
traditional opposition to the reopening of the Ship Sales Act of 1946 have been 
in a few isolated instances where there has been a demonstrable advantage 
to the United States consistent with our national maritime policy. 

The American-flag lines purchased war-built vessels with the clear under- 
standing that the legislation authorizing the purchases also committed the 
United States to hold the unsold vessels in the reserve fleet at the expiration of 
the sales period. It is difficult to find any justification for the abandonment 
of that committment in favor of foreign shipowners. The several bills before 
your committee would make these ships available to foreign purchasers at at- 
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tractive bargain rate prices well below today’s market. The foreign purchaser 
will get a bargain, which is what he seeks, and the American merchant marine 
will be faced with increased competition which will adversely affect an already 
sensitive market. 

Dry-cargo vessels have a certain degree of interchangeability. The sale of 
ships from our reserve fleet to meet the needs of foreign countries, or the 
special desires of foreign shipowners, could produce a chain reaction of inter- 
changeability so that the ultimate effect on the utilization of American-flag ship- 
ping space will be nearly as great as if these ships were sold directly to our 
competitors. 

Thus, these proposed sales will be disadvantageous to American-flag shipping 
and we believe contrary to the fundamental maritime objectives of the United 
States. We cannot see in this proposed legislation any situation which could be 
described as of sufficient urgency to warrant a departure from the basic policies 
of the Ship Sales Act of 1946 and the Merchant Marine Act of 1936. 

Very truly yours, 
ALEXANDER PURDON. 


STATEMENT BY JEROME POWELL OF THE LAW FIRM OF GALL, LANE & HOWE REpP- 
RESENTING Boston SHIPPING CorRP. IN SUPPORT OF SENATE JOINT RESOLUTION 
101 


Mr. Chairman, my name is Jerome Powell. I am an attorney in practice in 
Washington, D. C., with the law firm of Gall, Lane & Howe. I appear here today 
on behalf of the Boston Shipping Corp. and in support of the bill, Senate Joint 
Resolution 101, which would authorize the sale of an N3-M-—A1-type vessel to 
the Boston Shipping Corp. Appearing with me is Capt. Johannes A. Johnson, 
marine superintendent of Boston Shipping Corp. 

At the outset, I should like to request that an amendment be made in Senate 
Joint Resolution 101. In its present form the bill specifically refers to the 
steamship Asa Lothrop as the vessel which would be sold to the Boston Shipping 
Corp., if the bill should be enacted as law. We wish to substitute the steamship 
Gien Jerald Griswold in place of the Asa Lothrop as the vessel whose sale would 
be authorized. We are advised that this substitution is acceptable to the sponsor 
of the bill. 

Senate Joint Resolution 101, which was introduced in the Senate on June 10 
by Senator Saltonstall, of Massachusetts, and House Joint Resolution 352, which 
was introduced in the House of Representatives by Congressman McCormack, 
of Massachusetts, are identical measures. The resolutions would authorize the 
Secretary of Commerce to sell to the Boston Shipping Corp. a particular vessel 
of the type known as an N3-M-Al. This vessel would be available for purchase 
by Boston Shipping Corp. for a period of 6 months after the enactment of the 
resolutions. It would be sold on an as-is where-is basis. The sales price would 
be computed in accordance with the standard formula which has been used in 
other legislation and employed by the Maritime Administration from time to time. 

The Glen Jerald Griswold is in the reserve fleet on the James River. She was 
built in March 1944 and has been in the reserve fleet since August 13, 1947. 
Essentially, she is a floating machine shop with very little aptitude for general 
cargo carriage. 

It is the intention of Boston Shipping Corp., if the Griswold is acquired, to use 
her in offshore servicing work in connection with oil wells in the Gulf of Mexico. 
It is not intended that she should be used in commerce, generally. She would 
not carry passengers or cargo. Thus, her intended use would not put the 
Griswold in competition with the remainder of the American-flag merchant 
marine. 

The need for such a vessel is clear. There are many hundreds of offshore oil 
wells in the gulf and they are serviced necessarily from time to time by work- 
over crews which go out on vessels. At the present time, two vessels go out to 
service a well. If the Griswold is acquired, it is intended to convert her in such 
a way that she can carry not only the rig and equipment, but also the work- 
over crew. This could result in considerable savings to the people who employ 
work of this kind. 

It is our position that the sale of this vessel is in the public interest because 
the Government has no need for the ship. She has a very short, useful life 
remaining—approximately 6 years—and the revenue derived for the Government 
in connection with the sale of the vessel would undoubtedly be of public benefit. 
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Moreover,the vessel itself would be put to a constructive use rather than being 
left to rot away for the remaining few years of its life. 

While Senate Joint Resolution 101 and House Joint Resolution 352, which is 
identical with it, spell out that a particular vessel is to be sold to the Boston 
Shipping Corp., this is because at the time that the legislation was drawn we 
were informed, and had every reason to believe, that no one else was interested 
in this particular vessel or.vessels of this type. And we are not now aware of 
and other prospective bidder for the Glen Jerald Griswold. However, since our 
bill was drawn, S. 2241 has been introduced which would authorize the Sec- 
retary of Commerce to sell, generally, cargo vessels of the N3-M-A1 type at 
competitive bidding. Legislation of this type would be acceptable to Boston 
Shipping Corp., as would a limitation on Senate Joint Resolution 101 requiring 
competitive bidding on the Griswold. In short, Boston Shipping Corp. has no 
reason to insist upon the particular form of Senate Joint Resolution 101 or its 
House counterpart. Boston Shipping is interested in buying the Glen Jerald 
Griswold, because it happens that this is a particular vessel of which Boston 
Shipping has knowledge and which meets the requirements for our particular 
purpose. 

Our ultimate objective, however, is merely to be afforded an opportunity to 
purchase a vessel of the N38—M-—A1 type on such reasonable terms as the Con- 
gress of the United States shall deem proper. Our preferences, therefore, would 
be in the following order: 

1. That Senate Joint Resolution 101 and House Joint Resolution 352, both 
as amended, be passed so as to authorize the Secretary of Commerce to 
sell the Glen Jerald Griswold to Boston Shipping Corp. either with or with- 
out competitive bidding ; 

2. That S. 2241 or some similar bill be passed which would authorize the 
Secretary of Commerce to sell any and all N3’s at competitive bidding; and 

3. That there be a general bill authorizing the Secretary of Commerce to 
sell, at competitive bidding, any and all vessels in the reserve fleet at the 
discretion of the Maritime Administration. 

The main thing in which we are interested is that Congress should pass some 
legislation which would afford us the opportunity of purchasing the Glen Jerald 
Griswold. Boston Shipping Corp. is perfectly willing to take its chances on 
competitive bidding, if that is the policy which the Congress of the United States 
desires to lay down. And we do not object to reasonable trading restrictions, 
whether they are spelled out in legislation or are imposed by the Maritime Ad- 
ministration in connection with the sale of this vessel. 

We respectfully emphasize that, from our viewpoint, speed is of the essence. 
There is a real need for the vessel for the purpos which we have in mind and 
we would like to see legislation passed as this session which would authorize 
her sale to us. 


SAILORS’ UNION OF THE PACIFIC, 
San Francisco, Calif., July 12, 1957. 
Hon. WARREN S. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
Washington, D. C. 

DEAR SENATOR MAGNUSON: Under date of July 10, 1957, I sent you the follow- 
ing telegram: 

“The Sailors’ Union of the Pacific, speaking for 10,000 American seamen, 
strongly urges favorable action on S. 2241. We do so in the firm belief 
that the contemplated rehabilitation of our merchant marine is essential to 
further our Nation’s economy and as a Vital link in our national defense.”’ 

Supplementing these condensed points for favorable action on §8. 2241, I 
wish to stress the fact that the proposed legislation is for the sale of ships to be 
used exclusively in the coastwise and intercoastal trades. 

As you well know, prior to World War II, a very substantial part of the 
American Merchant Marine was engaged in coastwise and intercoastal trades. 
War necessity withdrew much of this tonnage. Intercoastal transportation 
was absorbed by the already overtaxed railroads. Today, only a small per- 
centage of prewar operation by American merchant vessels is engaged in inter- 
coastal trade. 

Strengthening the coastwise and intercoastal trades will again make imme- 
diately available the ships always needed and never to be had when confronted 
by an emergency. 





280 SALE OF SHIPS FROM RESERVE FLEET 


The increased tonnage provided by this sale will not only give jobs to 
American seamen but will present further much needed opportunities to train 
and qualify our rising generation for responsible sea service under the Stars 
and Stripes—in our second arm of national defense. 

The Sailors’ Union of the Pacific and affiliated seafarers unions have in the 
past and will in the future continue to cooperate with shipowners in meeting 
competition by reducing the cost of operation. 

Sincerely yours, 
Morris WEISBERGER, 
Secretary-Treasurer. 


AUSTRIAN EMBASSY, 
Washington, D. C., July 9, 1957. 
Mr. JEREMIAH J. KENNEY, JR., 
Legislative Assistant, 
Senate Office Building, Washington, D. C. 


Dear Mr. KENNEY: Pursuant to your telephone conversation of July 8, 1957, 
with Dr. Karl Fischer, this Embassy has the honor to convey to you the follow- 
ing: 

The Ministers’ Council of the Austrian Government has approved and decided 
to support the endeavour of the two Austrian companies: 

(1) “Oesterreichischer Lloyd G. m. b. H.”, Vienna I., Herrengasse 14 
(Austrian Lloyd Company Limited), which acts as representative of the 
shipping interests of the state-owned bank “Creditanstalt-Bankverein” and 

(2) “Rohner & Gehrig, Schiffahrts- und Speditionsaktiengesellschaft,” 
Vienna III., Hintere Zollamtstrasse 1 (Shipping and Transportation Com- 
pany Inc.) 

to acquire eight Liberty-type vessels of the American reserve fleet. These two 
companies will eventually run the ships under the close surveillance of the ship- 
ping office, of the Federal Ministry of Communications and Power-Kceonomy. 
Each company should get four vessels. These two companies have submitted sat- 
isfactory evidence to the Austrian authorities that they are in a position to 
bear all financial obligations arising out of this purchase. 

It is hoped that this information may be helpful to you and satisfactory to 
the committee. 

Should you wish to have more detailed information, please do not hesitate to 
contact the Embassy. 

Very truly yours, 

Dr. Kart FISCHER m. Pp. 
(For the Ambassador). 


STATEMENT OF AUSTRIAN EMBASSY, WASHINGTON, D. C., on S. 2249 


In support of S. 2249, now under examination before the Senate Committee 
on Interstate and Foreign Commerce, and in view of statements made by 
various spokesmen on the hearings held by the said committee, the Embassy 
of Austria has the honor to present the following considerations with the 
request to include them in the records of the hearings. 


THE NECESSITY OF AUSTRIA’S HAVING SEAGOING VESSELS 


Before World War II the main source of Austria’s supply of coal and grain 
was eastern and southeastern Europe. However, the United States has become 
Austria’s principal supplier of these commodities. At the present time between 
2 and 2% million tons of American coal and between 500,000 and 700,000 tons 
of American grain are annually purchased for importation into Austria, which 
constitutes 80 percent of all of Austria’s importation of coal and grain. This 
switch of Austria’s basic foreign commerce to the United States cannot be con- 
sidered as a temporary measure. There is no likelihood of Austria’s resuming, 
to any major extent, her economic relations with her prewar suppliers in 
eastern and southeastern Europe. On the contrary, there is every reason to 
believe that its commerce with the United States will increase. It is obvious, 
therefore, that despite the fact that Austria is a landlocked country without 
access to the sea, she is dependent to a tremendous extent on the importation of 
United States supplies. 

Since Austria has no vessels of her own, she is required to use Italian, Greek, 
Panamanian, Liberian, British, and other vessels (most of which were pur- 
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chased under the Merchant Ship Sales Act of 1946), and hence her economy 
suffers far more when there is a shipping shortage than the economy of mari- 
time countries. Furthermore, since American vessels can be used only for 
United States-sponsored cargoes, these foreign vessels are not always available 
to us and, in fact, in several instances, such as the Korean, the Indochina and 
the Suez crises, Austria was unable to obtain tonnage, irrespective of cost, 
which proved that, without a merchant marine of her own, Austria’s very exist- 
ence is dependent upon the willingness of foreign (non-American) shipowners 
to place vital tonnage at her disposal. The situation is, of course, untenable. 

Austria has also learned from experience that, without any notice whatsoever, 
she can be placed in a position where an immediate and sharp increase in her 
United States supplies might be necessary to prevent her economic collapse. 
This was apparent during last November, when the assistance she rendered to 
Hungarian citizens brought about charges that her action in this respect was 
incompatible with her status of neutrality. If at that time for various reasons 
supplies from the East would have been cut off, additional American coal would 
have been immediately required to maintain the rail transportation of Austria. 
However, such additional American coal could not have been obtained because 
the prior closing of the Suez Canal had created such a great demand for ocean 
tonnage that all available tonnage had been previously committed, and hence 
were not available at any price for hauling the additional American coal which 
would hve been required in the aforesaid circumstances. This is but one exam- 
ple of the disastrous state to which a country may be reduced as a result of 
being insufficient in her basic needs, dependent upon overseas importation, and 
no vessels of her own to haul her essential supplies. 

It should also be pointed out that, because Austria does not own and operate 
merchant vessels, she is required to spend about $2 billion a year for freight on 
imports and exports carried in foreign vessels. The savings on foreign cur- 
rency which would result from the operation of her own vessels, although small, 
are sorely needed by Auctria. 

These facts lead to the inescapable conclusion that ocean transportation with 
the United States is the lifeline of Austria, and that such lifeline can be main- 
tained only if Austria has a merchant marine of her own. 













































WHY IT IS NOT FEASIBLE FOR AUSTRIA TO BUY SHIPS ON THE OPEN MARKET 





If the Austrian operators had to pay the present fabulous market price of the 
Liberty vessel, it would be impossible for them to compete with the 1,100 Liberty 
vessels now in operation by various other countries which were purchased from 
the United States by those countries at much lower prices and under special 
conditions, nor could they compete with the hundreds of Libertys which were 
transferred by American owners to foreign flags at low prices since expiration 
of the Merchant Ship Sales Act of 1946. Additionally, Austrian operators are 
starting their enterprises from the beginning, and, since they neither ask any 
subsidy nor can they obtain any from the Austrian State, it is imperative for 
them to buy the vessels at a price not in excess of their actual value. The only 
possible source of obtaining vesels at an equitable price, which is not affected 
by temporary fluctuations, is the United States reserve fleet. 


NO COMPETITION WITH AMERICAN-FLAG VESSELS 















If the Austrian citizens are permitted to purchase these eight Liberty vessels, 
they will positively not be operated in competition with American-flag vessels. 
The grain that is carried on American-flag vessels to the extent required by the 
50-50 law will not, of course, be affected by Austria’s operation of the 8 
Libertys. These Libertys will participate only on that part which may be car- 
ried in foréign-flag vessels. Regarding other Austrian cargoes, the American- 
flag vessels have in the last 3 years participated only to a negligible extent. 
Of the 16 cargoes of scrap iron and 12 cargoes of petroleoke imported from the 
United States in the last 3 years, not a single cargo was carried in an American- 
flag vessel. And, of the 700 cargoes of coal imported from the United S‘ates 
during the lasst 3 years, only 6 cargoes moved in American-flag vessels, and 
these 6 cargoes were carried in Amer‘can-flag vessels under the provisions of the 
50-50 law. Therefore, it can be emphasized that the 8 Liberty vessels would not 
be in competition with the American liners because, if S. 2249 is enacted into 
law, the use of the 8 Liberty vessels in any liner trade is prohibited, and the 
Liberty vessels would not be in competition with the American-flag tramp ves- 
94693—57——19 
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sels on the other cargoes, because the low freight rate on foreign vessels prac- 
tiaclly excludes competition from American-flag tramp vessels. 


THE AUSTRIAN APPLICATION AND THE MERCHANT SHIP SALES ACT OF 1946 


We should like to emphasize the fact that, when the Merchant Ship Sales 
Act of 1946 permitted foreign nations to purchase Liberty vessels from the 
United States, Austria was occupied under conditions which prevented her 
from buying vessels from the United States under that act. It was not until 
the state treaty was signed in 1955 that Austria was in a position to purchase 
vessels and operate them under her own flag. We cite this, not as an argument 
that ships should now be sold to Austria, but rather that the Congress may be 
assured that Austria did not neglect the opportunity to buy under the Merchant 
Ship Sales Act, for the reason that Austria never had had this opportunity. 
We should like also to point out that Austria is not requesting these Libertys for 
the purpose of making profits on the carriage of cargo, but is endeavoring only 
to secure a minimum of vital ocean transportation under her control. 


STATEMENT OF SENATOR Pat MCNAMARA, OF MICHIGAN 


Mr. Chairman, I appreciate the opportunity of presenting a statement to you 
in support of S. 2088, a bill which I introduced on May 8, 1957, entitled “A bill 
to authorize the sale of 10 merchant-type vessels to citizens of Italy for use 
in the intercoastal trade of Italy.” 

The bill would authorize the Secretary of Commerce, after consultation with 
the Secretary of State and the Secretary of Defense, at any time prior to 12 
months from the date of enactment thereof, to sell not more than 10 war-built 
vessels on an as-is, where-is basis to a named firm under the provisions of 
section 6 of the Merchant Ship Sales Act of 1946. 

I have been informally advised that, in previous legislation authorizing sale 
of such vessels, Congress has specified the type of ships to be sold. I think it 
is quite desirable that the Congress so specify the type or types of ships to 
be sold. My bill would authorize the sale of “10 merchant-type vessels’ and 
it is my understanding that this term means Liberty ships. This information 
has already been informally presented to a staff member of your committee. 

The Comptroller General of the United States has pointed out that, whereas 
the title of the bill indicates that the vessels will be used only in the intercoastal 
trade of Italy, the body of the bill does not provide for a trade-area restriction 
with any assurances from the Government of Italy that such restrictions will 
be observed. Perhaps such a provision should be included in this bill. 

I believe that this bill will help to relieve unemployment in Italy, particularly 
in the Trieste area, and to improve the economic status of Italy generally. I 
am confident that it will do much to promote friendly relations between our 
two countries. Copies of letters in support of this bill are attached. It will 
be appreciated if your committee will include them in your printed report on 
this bill. 


Detrroir BUILDING AND CONSTRUCTION TRADES COUNCIL, 
AMERICAN FEDERATION OF LABOR, 
BUILDING AND CONSTRUCTION TRADES DEPARTMENT, 
Detroit, Mich., June 13, 1957. 
Senator Parrick V. MCNAMARA, 
Senate Office Building, Washington, D. C. 

Dear SENATOR McNAMARA: A senate committee is holding hearings on bill 
No. 2038 to permit the sale of 10 Liberty ships to a Trieste shipping company. 
As the Senator who introduced the above bill, I would like to take this oppor- 
tunity to make some comments. We hope that you will make these sentiments 
known to your colleagues. 

As you know, I am an official of one of the great labor unions in this country. 
What happens in other parts of the world also affects our members as well as 
all Americans, as working people and taxpayers. 

I am sure that you and your colleagues are aware of the strategic importance 
of Trieste and how easily the troubles there could ignite widespread repercus- 
sions which would not only affect the peoples of Trieste, but other nations, 
including our own United States as well. 
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Refugees from the Jugoslavia zone are reaching Trieste on a monthly average 
of 600-men, women, and children. Homes, full-time and part-time employment 
have been found for some of the refugees. There are still some 12,000 families 
without homes. The number of the unemployed refugees cannot be accurately 
estimated, but it is a well-known fact that the citywide unemployment nears 
the total of 25,000 workers. It is assumed that of this total most are refugees. 

The situation has had its effects on the political picture of the city. The 
election returns of 1952 show that the Communists received 30,000 votes while 
the M. 8. I. (Movimento, Sociale Italiano), a strictly Facist movement, received 
21,000 votes. The last election in 1956 showed the Communists making a gain 
of 10,000 votes or a total of 40,000 ballots—while the M. 8S. I. benefited with an 
additional 5,000 for a 26,000 total. 

There is only one reason for the gains made by the two parties, both enemies 
of our American way of life, and this is unemployment, with its ugly fangs of 
unrest and discontent. It has become all the more acute since American 
occupation forces left the city. 

It is reasonable to assume that while the American forces were there, Ameri- 
can dollars were being spent and the population was benefiting from them. 

Despite these Communist and Fascist gains, the unions comprising all demo- 
cratic elements opposed to Communists still have a fully paying membership of 
44,000, while the Communists have only 15,000. This clearly underscores the 
anti-Communist sentiment of the workers of Trieste and we know that they 
will remain so if given a decent chance to earn a living. 

The bill to give 10 liberty ships for the use by a Trieste company would help 
provide these opportunities to create work for the people of Trieste. The cost 
to make this possible and to strike a blow both to the Communists and to un- 
employment is nothing. We would not be giving the ships, we would be selling 
them. 

This is the most sensible way that I know to help provide jobs and strike a 
propaganda blow. The bill would permit the sale of ships and there would be 
no cost to the American people. 

We, as Americans, would benefit equally. We would help settle the difficulties 
of one important trouble spot in the world. We would be helping other human 
beings better their existence. We would be protecting ourselves. 

This is one case where Americans would not be buying friendship; they would 
be selling it. 

Sincerely yours, 
MARION MActocg, Vice President. 


UnITEep STATES MOSAIc CorpP., 
Detroit, Mich., June 13, 1957. 
Senator Patrick V. MCNAMARA, 
Senate Office Building, Washington, D. C. 


Dear SENATOR MCNAMARA: I beg you to bring the following considerations to 
the attention of your illustrious associate, Senator Warren G. Magnuson, and 
other members of the Senate Committee on Interstate and Foreign Commerce, 
now holding public hearings on bill S. 2038 presented by you: 

First, I wish to state that I have neither direct nor indirect business relation- 
ship and/or financial interest with and in the Flotta Libera Triestina of Trieste, 
who is to acquire the 10 merchant vessels through the passage of your bill. My 
interest in the matter is prompted solely by a compelling duty to support all worth- 
while initiatives designed to insure the survival of American ideals and tradi- 
tions here and abroad, by implementing them with gestures and deeds that would 
command the respect, gratitude, and admiration of all decent people everywhere. 

Secondly, I want to point out that the following information and comments 
are based on facts gathered “on the spot” in April 1957, when I visited Trieste 
and met there with Hon. Mayor Gianni Bartoli, and other political and labor 
leaders of that city. Unanimously, they expressed deep concern over the dan- 
gerous situation created by nearly 20,000 unemployed workers out of a total 
Triestine population of only 280,000, whose economy and social well-being are 
closely tied up to Trieste’s ability to exist as an active seaport, and to operate 
its renowned navy yards on a round-the-clock basis. 

That once busy and prosperous port is now at a virtual standstill, and the 
navy yards—although overloaded with orders projecting into the next few 
years—are working mostly on tankers, which do not provide jobs for several 
















284 SALE OF SHIPS FROM RESERVE FLEET 






hundred skilled workers whose talents are only required to build passenger liners 
and cargo vessels. 

The 10 merchant vessels sought by Flotta Libera Triestina would immedi- 
ately furnish work to the skilled workers, and would also put an end to the 
growing discontent and despair of all the Triestines, as soon as the vessels 
would start from their port to ply the seas. 

The resulting benefits that would accrue to democratic rule and peace in the 
eutire free zone of Trieste would be incalculable, although it is safe to anticipate 
that it will be sufficient to inflict a mortal blow to communism and its agents, 
whose nefarious work finds fertile grounds and ready ears wherever unem- 
ployment and distress exist. This axiomatic fact is substantiated by the heavy 
gains made by the Communist Party and its equally totalitarian Fascist coun- 
terpart MSI Party (Movimento Sociale Italiano), in the political elections of 
1956, after the end of American occupation at Trieste: The Communists received 
40,000 votes and the MSI 26,000, notwithstanding that in 1952 the red ballots 
had totaled 30,000 and the Fascist 21,000. 

The anomaly of the gains of both antidemocratic and definitely anti-American 
forces should give us food for thought by considering that out of a total of 59,000 
dues-paying members of labor organizations, 44,000 belong to the Camera Con- 
federale del Lavoro of Trieste (a free-democratic organization) while only 15,000 
are members of the Communist union. Democratic labor leaders have assured 
me that in contrast with the policy of the Communist union which keeps its 
members in good standing whether their dues are fully paid or not, the members 
of Camera Confederale del Lavoro (which does not have a cash reserve nor is 
financed by outside sources) must pay their dues currently, or be dropped from 
the rolls. Consequently, it is reasonable to assume that the great majority of 
workers in Trieste are basically and preponderantly anti-Communist and, to 
keep them so, it is vitally important to provide them gainful employment that 
would permit the maintenance of their active status into the only major labor 
vrganization on the side of democracy, law and order, besides giving them a 
chance to earn a living. 

The Honorable Mayor Bartoli and the leaders of Camera Confederale del 
Lavoro have personally assured me and authorized to state in their behalf, that 
the political and economic difficulties and/or uncertainties, which are presently 
besetting their city, could easily forebode more serious troubles locally and for 
freedom everywhere if ignored, or could be dispelled forthwith with the passage 
of your bill. 

From the operation of the 10 vessels from the port of Trieste the interest 
of established shipping lines could hardly be effected one way or other, but the 
economy of said city would be enhanced greatly and make possible the execution 
of other worthwhile public projects now stymied by lack of funds and employ- 
ment. Public housing to provide homes for 12,000 families who are living in 
substandard or overcrowded ramshackles is among the projects to be given 
priority by the Trieste Government if its current pleas are heeded. The task 
of finding lodging and work for hundreds of escapees who are flocking into Trieste 
from the Yugoslav zone, at the average rate of 600 a month, would not be as 
difficult as it is currently. 

The geographic and strategic position of Trieste make imperative for all peace- 
loving people to keep this city from becoming a powder keg that can blow up 
at any time the hopes and aspirations of democracy in its life or death strug7le 
against totalitarianism and chaos. Hence, I sincerely believe and urge the 
passage of bill S. 2088 which will permit the American people the rare oppor- 
tunity to make lasting friends, contribute to world peace, and get paid in cash 
for it. 

Respectfully yours, 
A. R. MaGrta, 
President, United States Mosaic Corp.; Member: World Trade Club, 
Detroit, Salmagundi Club, New York, N. Y.; President, American-Ital- 
ian Chamber of Commerce, of Michigan. 


SUPPLEMENTARY STATEMENT OF JAMES R. MurPHY IN Support or §S. 2038 


Mr. Chairman, I have requested this opportunity to make a statement in 
support of S. 2038, supplementing the statement made before your committee 
on Tuesday, July 2, 
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The Camera del Lavoro of Trieste, which is the Trieste Chamber of Labor 
comprised of anti-Communist trade union organizations, has presented to the 
United States consul in Trieste a memorandum on the subject of the sale of 
vessels to Trieste, a copy of which is attached as an exhibit to this statement. 

The United States Government held the administration for finance and econ- 
omics in Trieste for more than 10 years, ending in 1954. The settlement of the 
Trieste problem was done largely under the guidance of the United States. The 
United States has continued to have an interest in the political and economic 
situation in Trieste. During the Allied administration of the area, officials of 
the United States exerted all possible efforts to reduce and minimize the influ- 
ence of the Communists in the Trieste region. The Camera del Lavoro is carry- 
ing on the policies initiated by these American officials. It would appear to be 
in the interests of the United States to give practical support to the efforts of 
this labor organization. The passage of S. 2038 supported by the AFL-C1O 
free trade union committee, would afford substantial and practical aid toward 
stabilizing the economic and political situation in the Trieste area. It would 
appear that the United States has a special interest in Trieste and for that 
reason may be justified in enacting this special ship sale bill. 


ExHipit A. MEMORANDUM ON THE SALE OF LIBERTY VESSELS TO TRIESTE 


(1) On the occasion of the visit to the United States in May/June 1953 of the 
representatives of the Camera Confederale del Lavoro of Trieste (member of 
the International Free Labor Union), and following the contacts made with 
Luigi Antonini and the leaders of the AFL-CIO, it has been agreed that the 
American labor organization gives its authoritative support to a concrete under- 
taking that would serve to reinforce the prestige, the means and the strength 
of the free trade unions of Trieste in the hard struggle against communism, 
in an area which is one of the most delicate in Europe. 

(2) Having considered the interests of Trieste from the angle of its maritime 
traffic and the strength of the Communist organization between the longshore- 
men and the seamen, it was thought particularly proper, in view of the above 
aims, to embark on an undertaking based on the sale of Liberty vessels of the 
United Stats reserve fleet. 

(3) The secretary’s office of the Camera Confederale del Lavoro, having been 
informed that Fratelli d’Amico Armatori had, for a long time, been taking action 
to purchase Liberty vessels, decided to take advantage of this undertaking, also 
bearing in mind that Fratelli d’Amico Armatory had already in the past made a 
concrete and considerable contribution to the Trieste maritime economy, and 
they would give the necessary guaranties from the technical and financial sides 
as well as from the political one. 

(4) The secretary’s office of the Camera Confederale del Lavoro then made 
a special agreement with the above company for the constitution of a specific 
new company which would have its general office in Trieste, namely “Flotta 
Libera Triestina,” for the following purposes: 

A. To guarantee to the Camera Confederale del Lavoro of Trieste to ful- 
fill the political and social aims of the undertaking. 

B. To leave to Fratelli d’Amico the technical, financial, and economical 
responsibilities of the enterprise. 

C. To give to the free trade unions an important tool for action and 
propaganda in a field where the workmen, as well as all the citizens of 
Trieste, are particularly sensitive. 

D. To assure the free trade unions of the indispensability of financial 
means in order to develop with continuity their political and social action, 
taking into account that the Communist trade union organization has at 
its disposal means which are always larger. 

(5) Pending the decision of the Government and the American Congress, 
Flotta Libera Triestina has been foundedwith a minimum capital in order to 
avoid unnecessary expenses. 

(6) It has also been thought advisable to avail ourselves for the moment of a 
trustee administrator (dott. Guido Nassiguerra) and this is in order to avoid 
the sabotage that the Communists will not fail to spread in their usual manner, 
after the participation of the Camera Confederale del Lavoro with the company 
becomes official. This aspect is particularly delicate, especially if the undertak- 
ing does not succeed, because the Communists would take advantage of this sit- 
uation in order to discredit the Camera Confederale del Lavoro and the friend- 
ship of the American people. 
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(7) Our AFL-CIO friends are well aware of the agreement made between 
the Camera Confederale del Lavoro and Fratelli d’Amico Armatori concerning 
the founding of Flotta Libera Triestina and have asked that Congress should 
specify that the release of the ships will be made to the above company in order 
to guarantee that the help of the American people would effectively go to the 
benefit of the democratic workers and to help them in their fight against com- 
munism and not only for private interests. 

(8) It should be remembered that the Camera Confederale del Lavoro is the 
only Italian labor organization which has obtained the unity of all the demo- 
cratic workers since 1954, which was always advocated by the AFL-CIO and the 
International Free Trade Union. 

(9) The fight of the Camera Confederale del Lavoro against Communist in- 
fluence has had a visible success as will be seen from the following data, relative 
to the election of workmen’s representatives from all the factories and com- 
panies of Trieste (‘“‘Commissioni Interne’”’) : 


Percent of 
the total votes 
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WASHINGTON, D. C., July 18, 1957. 








































Re Senate Joint Resolution 90, 
Harotp I. Baynron, Esq. 
General Counsel, Interstate and Foreign Commerce Committee, 
Washington, D. C. 

Dear Mr. Baynton: Attached hereto are copies of letters which relate to 
‘Senate Joint Resolution 90 and are submitted for inclusion in the record for in- 
formation of the committee and in support of Senate Joint Resolution 90. 

1. Letter from Glaessel Shipping Corp., re sales of coal-burning ships. 

2. Memo, financial statement Am German Coal Transport Co. (Dr. Heinrich 
Kauan, Erik Blumenfeld, Willy H. Schlieker, whose public utilities guarantee 
the company). 

3. Letter, Dr. Ludwig Erhard, German Minister for Economics, re position of 
German Government, ship sales. 

Respectfully submitted. 

Wma. Amory UNDERHILL, 
Counsel for John W. Cross. 





GLAESSEL SHIPPING CorpP., 
New York, N. Y., June 11, 1957. 
Mr. JoHn W. Cross, 
Washington, D.C. 


Dear Mr. Cross: With reference to your inquiry of today with regard to the 
‘availability of coal-burning vessels for sale in the open market and their cost we 
want to inform you that according to our knowledge there is no tonnage of this 
type to be had on this side of the Atlantic. 

Aside from the fact that it is for all practical purposes quite impossible to 
obtain firemen, such ships are not in a position to compete with oil burners 
or motorships any more. 

_ Of the numerous ships we handled during the past years there were no coal- 
burning steamers, and we know that in most United States American ports coal 
bunkers can only be arranged by having ordered and sent down cars from the 
mines for a particular vessel as there are no more coal-bunkering stations 
maintained. 

We know that there is still a certain number of small- and medium-size coal- 
burning steamers trading in the North Sea and Baltic. They are, however, 
being replaced quite rapidly by more efficient and economical diesel ships. 

We hope that this information serves your purposes and remain, 

Very truly yours, 
ERNEST GLAESSEL, President. 
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MEMORANDUM 


The financing for the purchase and repairing (refitting) of the 24 coal-burn- 
ing Liberty ships desired by the Deutsche-Amerikaner Kohltransport Gesellschaft 
A. G. (German-American Coal Transport Co.) will be organized and provided 
for within the framework of their specific purposes, namely, providing a stabilized 
Atlantic freight rate on American coal to the largest group of Western German 
consumers—the publicly owned gas and electric power utilities headed by Dr. 
Kauan and the organization of Hrik Blumfeld. 

We have in this company moreover the most important personalities in the 
field of importing of American coal. Mr. W. H. Schlieker was the first German 
industrialist to bring American coal into Germany for the purpose of making 
steel despite the opposition of German big steel. Mr. Schlieker brought into 
Germany more than 2 million tons of coal in 1951 and again in 1952. All finanec- 
ing was handled by the Chase National Bank (now Chase Manhattan Bank), 
of New York. 

Mr. Blumenfeld’s firm in Hamburg, Norddeutsche Kohlen und Cokeswerke 
A. G., and its subsidiary, Unterelbe Briketwerke und Kohlenhandels A. G., is the 
largest coal importer and covers most of northern and Western Germany. 

Dr. Heinrich Kaun heads most of the southern German public utilities either 
as president or chairman of the board of the-firms. In order to achieve a sta- 
bilized coal freight rate over a period of 10 years, German public consumers 
are prepared to sign 10-year charters with the Deutsche-Amerikaner Kohltrans- 
port Gesellschaft and they are prepared to provide at the same time together with 
these contracts German state guaranties. Under German law public utilities 
cannot default or go into bankruptcy. They are guaranteed by the State. There 
is no better backing to be had in a venture of this kind. 

The equity and operating working capital of this undertaking will be provided 
by Mr. W. B. Schlieker’s holding company, W. H. Schlieker G. m. b. H., which 
employs over 4,000 people with an annual turnover of $110 million to $120 
million. Mr. Blumenfeld’s company has an annual turnover of some $60 million. 
Both firms are well known to any German bank and the Olin-Mathieson Chem- 
ical Corp. can certify to Schlieker’s financial responsibility. 


[Free English translation] 


GERMAN MINISTER FOR ECONOMICS, 
Bonn, July 11, 1956. 
Reference: Your letter June 13, 1956. 


Mr. WILLy H. ScHLIEKER, 
Grabenstrasse 17, Dusseldorf, Germany. 


My Dear Mr. SCHLIEKER: I have noted with great interest your letter of June 
13, 1956, in which you take the trouble to explain your purchase plan for Liberty 
ships for the transportation of U. S. coal (to Germany). I welcome 
your initiative in the expectation that from the efforts you are making will come 
the reduction and stabilization of coal shipping import costs from the United 
States as the freight cost factor has been most important for the consumers of 
coal imports. I hereby communicate to you that as a result of your brief visit 
with Ministerial Director Mr. Kattenstroth on June 16, 1956, I sent a telegram to 
the Germany Embassy in Washington in this sense, giving authority to place my 
official position in an appropriate manner behind this measure so that this 
Ministry will be allied with your project in an effort to help you with your task. 
As‘ you know, earlier this month I took action with the Deutch Lander Bank 
gladly and as an important exception to other imports to the end that it will be 
permissible to prolong coal import contracts from the United States from 18 
months to three years. 

With best wishes, I am, 

Yours very sincerely, 
Dr. Lupwie ERHARD. 
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Letu & Co., 
Hamburg, Baumwall 8, 12th June, 1957. 
Messrs. REEDEREI WILLY H. SCHLIEKER & Co., 
2. H. Herrn Koch, Hamburg-Altona, Gr. Brunnenstr. 109. 


Dear Sirs: We beg to refer to our today’s phone conversation regarding the 
estimated value of today for a Liberty-type vessel (coal-burner), laid up since 
years. 

The sharp fall in freight rates since beginning of this year has affected the 
value of all classes of vessels (including new buildings) and especially the war- 
built types. 

There was recently reported the sale of the American controlled Liberian 
Liberty s. s. Centaur, built 1948 by Bethlehem-Fairfield, Baltimore, oil-burning, 
owned by the Oceanica Cia. Nav. S. A., Monrovia, Liberia, to Panamanian buyers 
with delivery at the end of the year for abt. US$725.000 ; vessel is trading. 

Bearing in mind, to what extent the value of war-built vessels dropped in the 
middle of 1954 (see the sale of the then Norwegian-owned Liberty s. s. Blue 
Master, oilburning, at round about £1775.000—in medio 1954) one seems entitled 
to say, that the today’s value of a coal-burning Liberty-type vessel, laid up since 
years and overdue for survey, should hardly exceed a figure of US$500/450.000— 
for a buyer under German flag, as the above-mentioned value of $725.000—has to 
be reduced by about $250/300.000 for conversion into an oil-burner, for bringing 
the ship under the German regulations, and to German Llovds class requirements, 
which reduction should hardly be too high, if not even too low. 

We give you this information in true faith, but without guarantee whatsoever. 

Yours faithfully, 
per LetH & Co. 
PFARN 


Senator Brste. The record will be kept open for 1 week until July 
18, for the purpose of any further concluding statements, and the 
hearing is now concluded. 


(Whereupon, at 11: 35 a. m., the committee adjourned.) 
(Reports from Government agencies on these bills are as follows :) 


THe SECRETARY OF COMMERCE, 
Washington, D. C., June 10, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 


Dear Mr. CHAIRMAN: This letter is in reply to your requests of February 26, 
March 20, May 7, May 9, and May 10, 1957, for the views of this Department with 
respect to the following bills and Senate joint resolutions: 

Senate Joint Resolution 66: To authorize the sale of a certain number of 
merchant-type vessels to the Government of India or to citizens of India for use 
in the coastwise trade of such country. 

The Senate joint resolution would authorize the sale by the Secretary of Com- 
merce to the Government of India or citizens thereof within 12 months of enact- 
ment of the measure, on an as-is-where-is basis, of not more than 12 Liberty- 
type vessels (or an equivalent total tonnage in smaller ships) for use in the coast- 
wise trade of India. The price would be determined on the basis of fair market 
value but shall not be more than if priced under the Merchant Ship Sales Act of 
1946, with downpayment of 25 percent of the price and interest on unpaid 
balances at 31%4 percent per annum. 

S. 1644: To authorize the sale of four merchant-type vessels to citizens of 
Mexico for use in the intercoastal trade of Mexico. 

The bill, S. 1644, would authorize the sale to a shipping company of Mexico 
by the Secretary of Commerce within 12 months of enactment of the measure on 
an as-is-where-is basis, of not more than 4 C1-MAV-1 type vessels for use only 
in coastwise trade of Mexico, except to ports of San Diego, Calif., and Browns- 
ville, Tex., for transshipment of goods into and out of Mexico. The price would 
be determined under section 3 of the Merchant Ship Sales Act of 1946, except 
that depreciation below the minimum section 3 price shall be allowed at a rate 
of not to exceed 5 percent, with downpayment of 25 percent and interest on 
unpaid balances at 3% percent per annum. 

Senate Joint Resolution 84: To authorize the Secretary of Commerce to sell 
certain vessels to certain citizens of the Federal Republic of Germany. 
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The Senate joint resolution would authorize sales to a named company of the 
Federal Republic of Germany by the Secretary of Commer¢te within 12 months 
on an as-is-where-is basis of not more than 6 Liberty-type vessels for use during 
a 7-year period in transporta*‘ion of American coal to west European ports and for 
transport of ore to such ports, return voyages to the United States to be in ballast 
without cargo. The price would be determined under section 3 of the Merchant 
Ship Sales Act of 1946, with 25 percent downpayment and balances to be paid 
in 5 annual installments, with interest at a rate of 314 percent per annum. 

S. 2038: To authorize the sale of 10 merchant-type vessels to citizens of Italy 
for use in the intercoastal trade of Italy. 

The bill, S. 2038, would authorize sale to a named shipping company of Trieste, 
Italy, by the Secretary of Commerce within 12 months of enactment of the 
measure on an as-is-where-is basis, of not more than 10 war-built vessels for 
use in the intercoastal trade of Italy. The sale would be made in accordance with 
section 6 of the Merchant Ship Sales Act of 1946. 

Senate Joint Resolution 90: To authorize the Secretary of Commerce to sell 
certain coal-burning vessels to certain citizens of the Federal Republic of Ger- 
many. 

Senate Joint Resolution 90 would authorize sale to a named company of the 
Federal Republic of Germany by the Secretary of Commerce within 12 months on 
an as-is-where-is basis, of not more than 24 coal-burning Liberty-type vessels 
for use during a 10-year period only in the transport of American coal to western 
European ports with return in ballast without cargo. The prices would be 
determined under section 3 of the Merchant Ship Sales Act of 1946, with 25 
percent downpayment and interest on balances at a rate of 3% percent per annum. 

The Department is advised that representatives of various countries or citizens 
thereof have conferred with the State Department as to the possibilities of buying 
vessels from the national defense reserve, some vessels to be used in coastal trade 
and others in international trading. The bills summarized above would authorize 
the sale of 42 Liberties, 4 C1-MAYV-1’s, and 10 war-built merchant vessels of 
unspecified types. 

The Department does not recommend enactment of any of the above-named 
bills and joint resolutions, but recommends that consideration be given by your 
committee to enactment of general legislation in order that the applications from 
the various countries may be considered without discrimination. 

The Department does not believe that the authority to sell war-built vessels 
which expired January 15, 1951, with respect to sales to American citizens, and 
on March 1, 1948, with respect to sales to noncitizens, should be reopened for 
the disposal of such vessels. The Department has opposed such legislation unless 
some peculiar or special reason has existed for such sale and the sale would not 
be prejudicial in any respect to citizens of the United States who have purchased 
vessels under that act prior to termination of the authority to sell. In view of 
the passage of more than 10 years since the enactment of the Merchant Ship 
Sales Act, and the great increase in costs of replacement and new tonnage, with 
econeurrent increase in value of old ships, it should not be used for what amounts 
to special sales foreign legislation. It is undesirable for the United States to 
dispose of ships in such a way that they would create additional competition 
for United States citizen owners of war-built vessels, as well as for our merchant 
marine in general by selling vessels to competitors in foreign shipping. 

In those cases in which Congress has enacted special legislation to sell war- 
built reserve fleet vessels to noncitizens, the sales have been made subject to 
limitations on the use of the vessels to prevent their use to the prejudice of our 
American merchant marine. 

The Department realizes that there may be sound reasons of national defense 
and commerce and foreign policy which support favorable consideration of legis- 
lation to sell to friendly foreign nations some war-built vessels not necessary to 
hold in reserve or under United States flag for national security. Such sales 
should be made only under proper limitations to protect our merchant marine 
and our defense interests. No sales should be made to countries with laws and 
regulations on shipping prejudicial or discriminatory to United States shipping. 
These limitations should be generally applicable in all cases to avoid undue 
preference as between purchasers and prejudice to the interests of our national 
defense and commerce. 

Specifically, sales should not be approved: 

(a) if contrary to our statutes otherwise applicable to sales and flag trans- 
fers foreign ; 
(b) if retention of the ship is necessary for defense purposes; and 
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(c) if retention under United States flag is necessary for maintenance of 
the American merchant marine. 

Sales should not be approved unless : 

(a) the use of the vessel in the merchant marine of the applicant country 
will strengthen the economy of the applicant country in the interest of peace ; 
(b) the applicant will comply with conditions imposed as to the use of the 
vessel after the transfer thereof. In general, the use of the vessel should 
be limited to domestic coastwise operation in the country of the purchaser. 

With respect to pricing of the vessels, we believe that prices should be deter- 
mined by the Secretary of Commerce, generally to be paid in full at the time of 
completion of transfer. The Secretary, in fixing the prices, should consider the 
world market values. The price should be based on such value reduced only in 
consideration of limitations on the use after transfer. In no case should the 
price be less than the sales price as of January 15, 1951, under the Merchant 
Ship Sales Act of 1946. The sales would be on an as is, where is, basis, with 
delivery in the United States. 

Vessels transferred should comply with strict use restrictions, and during war 
or national emergency should be available to the United States on request, with 
compensation to be made as if the vessel were requisitioned from a citizen of the 
United States. 

There is submitted herewith a draft bill embodying our proposals herein set 
forth and the Department recommends favorable consideration thereof. 

The Bureau of the Budget has advised that it would interpose no objection 
to the submission of this letter and draft bill to your committee. 

Sincerely yours, 
















































































SINCLAIR WEEKS, 
Secretary of Commerce. 












[Draft June 6, 1957] 


A BILL To authorize the Secretary of Commerce to transfer war-built merchant vessels 
to friendly foreign nations, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the government of a friendly 
foreign nation may make application to the Secretary of Commerce to acquire, 
for its account or for the account of a citizen of such nation, a war-built vessel 
or vessels owned by the United States. The Secretary of Commerce may enter 
into arrangements, subject to all the provisions of this Act, for transfer on 
an as-is, where-is, basis, of any such vessel or vessels to the applicant if the 
Secretary is of the opinion that— 

(1) after consultations with and concurrences of the Secretary of State 
and the Secretary of Defense, the transfer of such vessel would promote 
the national interest and would not be inconsistent with the provisions 
relating to sales or transfers foreign under sections 9 and 37 of the Shipping 
Act, 1916, as amended (U. 8. C., title 46, secs. 808 and 835) ; 

(2) after consultation with and concurrence of the Secretary of Defense, 
the transfer of such vessel would not be incompatible with the defense 
requirements of the United States; 

(3) retention of such vessel under the United States flag is not necessary 
to the promotion and maintenance of the American merchant marine as 
set forth in section 101 of the Merchant Marine Act, 1936, as amended 
(U.S. C., title 46, sec. 1101) ; 

(4) after consultation with and recommendation from the Secretary of 
State, the use of such vessel in the merchant marine of the applicant nation 
would strengthen the economy thereof; 

(5) the applicant nation will comply with the requirements, conditions, 
assurances, and warranties as to the payment for, the use of, and the 
disposition of such vessel after transfer, which the Secretary may require 
under this Act or any provision thereof. 

Sec. 2. (a) The amount of payment for any vessel transferred under this 
Act shall be determined by the Secretary of Commerce for each case, and shall 
be paid in full at the time of completing the transfer except that the Secretary 
may in special circumstances permit deferred payment on such terms as he may 
require, but the applicant shall pay not less than 25 percent of the payment 
for the vessel at the time of making the agreement of transfer, completion of 
the payment for the vessel shall not be deferred for more than ten years 
after the making of the transfer, and the rate of interest on unpaid balances 
shall be fixed after consultation with the National Advisory Council on Inter- 
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national Monetary and Fiscal Problems. In determining the payment to be 
required for any vessel transferred under this Act, the Secretary shall take 
into consideration: (1) the world market value of the vessel at the time of 
the application for transfer thereof, which may be adjusted to reflect a reason- 
able reduction on account of limitations and conditions on the use of the vessel 
after transfer required pursuant to this Act; and (2) the condition of the 
vessel being transferred, but in no case shall the payment required be less 
than the sales price of such vessel computed under section 3 of the Merchant 
Ship Sales Act of 1946, as of January 15, 1951. The obligation of the applicant 
with respect to the payment of the unpaid balance and interest thereon shall 
be secured by a preferred mortgage which shall contain, among others, pro- 
visions according to such mortgage the priorities under other liens and encum- 
brances accorded such mortgages on merchant vessels under the laws of the 
nation to which the registry of the vessels is transferred. 

(b) The vessels transferred under any agreement made under this Act shall 
be selected, subject to all the provisions of this Act, by the Secretary of Com- 
merce and shall be delivered to the applicant in an as-is, where-is condition at 
the place of custody of such vessel or at such other place in territorial waters 
of the United States as the Secretary may fix. Any such ship transferred shall 
be retained under the flag of the nation to which transferred for not less than 
ten years from the making of the agreement of transfer or until fully paid for, 
whichever is the longer period, unless retransfer thereof with restriction to 
domestic coastwise use only is approved by the Secretary as compatible with the 
interests of the United States. 

(c) In determining the order of preference between applicants to purchase, 
the Secretary of Commerce shall make such determinations after consultation 
with and concurrence of the Secretary of Defense as to the number and type of 
vessels to be transferred, and after consultation with and concurrence of the 
Secretary of State as to the preference between and allocations among applicant 
nations. 

Sec. 3. (a) The government of the nation making the application, on condition 
of receiving transfer of any vessel hereunder, shall give assurances acceptable 
to the Secretary of Commerce that each vessel transferred to that nation, except 
as herein provided, shall be used only in the domestic coastwise trade of that 
nation. The Secretary of Commerce may permit waivers of the requirements of 
this subsection for the period during which the vessel is in transit to the appli- 
eant nation after delivery. 

(b) The government of the nation making the application, on condition of 
receiving transfer of any vessel hereunder, shall give assurances acceptable to 
the Secretary of Commerce that during any national emergency declared by the 
President of the United States or in any war in which the United States is 
participating, such government, if requested by the Government of the United 
States, will place such vessel at the disposal of the United States, with compensa- 
tion to be made as if the vessel were requisitioned from a citizen of the United 
States. 

Sec. 4. No application under this Act filed after one year from the date of its 
enactment shall be given consideration, and no agreement of transfer shall be 
made after two years from the date of enactment of this Act. All actions, deter- 
minations, and decisions under this Act shall be final and conclusive on all ques- 
tions of law and fact, and not subject to review by any court by mandamus or 
otherwise. 

Sec. 5. For the purposes of this Act, the term “war-built vessel” means an 
oceangoing vessel of 1,500 gross tons or more owned by the United States and 
suitable for commercial use, and which was constructed or contracted for, by or 
for the account of the United States during the period beginning January 1, 1941, 
and ending with September 2, 1945. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 5, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHarRMAN: Further reference is made to your letter of February 
26, 1957, inviting our comments on three proposed measures, including Senate 
Joint Resolution 66, 85th Congress, entitled “Joint resolution to authorize the 
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sale of a certain number of merchant-type vessels to the Government of India 
er to citizens of India for use in the coastwise trade of such country.” 

Senate Joint Resolution 66 would authorize the Secretary of Commerce, 
after consultation with the Secretary of State and the Secretary of Defense, 
to sell on an as-is, where-is basis at any time prior to 12 months from the 
date of its enactment, not more than 12 Liberty-type (EHO2-S—C-1) vessels 
or such number of smaller merchant-type vessels as may have a total tonnage 
equivalent to such Liberty-type vessels as may be selected by representatives 
of the Government of India from the reserve fleet, subject to the approval of 
the Maritime Administrator. The sales authorized shall be made at such prices 
as are determined by the Maritime Administrator to represent the reasonable 
fair market value of the ships sold, considering their age, condition, and limited 
field of operation, except that any such price shall not exceed the price that 
would be established for the same ship under provisions of the Merchant Ship 
Sales Act of 1946, as amended (50 U. S. C. 1735-1746). The purchaser shall 
pay at least 25 percent of the sales price, the unpaid balance being secured 
by a first preferred mortgage on the vessel sold, with interest on such balance at 
the rate of 3% percent per year. 

The sales authority provided by the Merchant Ship Sales Act of 1946 expired 
on January 15, 1951. The prices that would be established for vessels today 
under the provisions of that act are the floor prices, since those prices are 
greater than the depreciated, unadjusted, statutory sales prices and since the 
act provided that no vessel should be sold at less than the floor price. 

In the sale of C1—N-AV1 vessels to Brazil for use in its coastwise trade 
(Public Law 496, approved July 15, 1954, 68 Stat. 481), the Congress established 
the sales prices “at prices determined under section 3 of the Merchant Ship Sales 
Act, 1946, as amended, as is, where is”; those prices were the floor prices 
On the other hand, the proposed resolution requires the Maritime Administra- 
tor to determine the sales prices. In view of the restrictions to be considered 
in making such determination—age, condition, and limited field of operation— 
it is not definitely known whether the Administrator’s price will be more or less 
than the floor price, and it may be very difficult to evaluate the operate restric- 
tions in terms of monetary equivalents. In view of the absence of any known 
standard for evaluating the reasonable fair market value of vessels restricted 
to the coastwise trade of India, your committee may wish to consider the de- 
sirability of amending the resolution to provide the sales prices or minimum 
sales prices, on each type of vessels which may be sold, upon the basis of infor- 
mation developed during consideration of the proposed measure. 

Section 3 (a) of the resolution would place a ceiling of $544,506 on the sale 
price of a Liberty ship, which is the floor price under the provisions of the 
Merchant Ship Sales Act of 1946. The restricted world market price of a 
Liberty ship in good condition and ready for early possession is estimated at 
$1,450,000. It is estimated that the comparable value of a Liberty ship in the 
reserve fleet is approximately $1,200,000 for an oil-fired ship and $1,100,000 
for a coal burner; the differences between these prices and restricted world 
market price represent principally the estimated average cost to place such a 
Liberty ship in good operating condition. 

Other cargo vessels in the reserve fleet, smaller than the Liberty vessels on 
a deadweight-tonnage basis, which under the provisions of the resolution would 
be eligible for sale in lieu of the Liberty vessels, are the C1-M-AV1, C1A, C1B, 
and C2. 

The unrestricted world market price for a C1-M-AV1 vessel was reported at 
$1,250,000 in mid-1956. It is estimated that the restricted world market price 
of such a vessel in the reserve fleet would be $300,000 less. The Merchant Ship 
Sales Act floor price for a C1-M-AV1 is $693,862, which would be the maximum 
price under the proposed resolution. 

The C1A, C1B, and C2 vessels are either steam turbine or diesel propelled 
with speeds of 14 to 1514 knots. The maximum sales price under the resolu- 
tion (or the floor prices under the 1946 act) of both the C1A and C1B vessels 
is $912,859 each and the C2 is $957,818. We have no reports of any recent 
foreign sales, but it is estimated that on the world market a C1A or C1B would 
bring about $1,800,000 and a C2 $2,300,000. 

The resolution does not state the basis of the tonnage for determining the 
equivalent number of smaller vessels nor specify the types of smaller merchant 
vessels which may be sold. Various types of tonnage dre recognized in mari- 
time affairs, of which deadweight tonnage is most commonly used in evaluating 
the capacity of vessels. 








The type of tonnage selected could affect the number: 
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of small-vessel equivalents. For example, 12 Liberty-type ships are equivalents. 
For example, 12 Liberty-type ships are equivalent to 25 C1—-M-AV1 vessels in 
net register tons, to 23 C1-M-AV1 vessels in gross register tons, and exceed 25 
C1-M-AV1 by 2,100 deadweight tons. Accordingly, we suggest that considera- 
tion be given to specifying the basis for determining the equivalent total ton- 
nage. In the sale of vessels to Brazil, the Congress specified C1-M-—AV1 vessels. 
In the sale of vessels to the Republic of the Philippines, the Congress named the 
vessels authorized for sale (Public Law 114, approved June 30, 1955, 69 Stat. 
217). 

The resolution does not set for the period of time over which payments are 
to be made if the full purchase price is not paid at the time of sale. We assume 
the absence of a reasonable limitation in this regard was by inadvertence. 

Aside from the foregoing comments and suggested considerations, the pro- 
posal involves a matter of national policy for determination by Congress, and 
we make no recommendation with respect to its enactment. 

Separate reports are being made on S. 1367 and 8. 1368. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Drputy ATTORNEY GENERAL, 
Washington, D. C., March 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear SENATOR: This is in response to your request for the views of the Depart- 
ment of Justice concerning the bill (S. J. Res. 66) to authorize the sale of a 
certain number of merchant-type vessels to the Government of India or to 
cit'zens of India for use in the coastwise trade of such country. 

The bill has been examined, but, since the subject matter thereof is not related 
to any of the activities of the Department of Justice, we would prefer not to 
offer any comment concerning it. 

Sincerely, 
Wirtram P. Rocers, 
Deputy Attorney General. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 6, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Your request for comment on Senate Joint Resolution 
66, to authorize the sale of a certain number of merchant-type vessels to the 
Government of India or to citizens of India for use in the coastwise trade’ of 
such country, has been assigned to this Department by the Secretary of Defense 
for the preparation of a report thereon expressing the views of the Department 
of Defense. 

This bill would provide for the sale to India of 12 Liberty-type (EC2-S—C-1) 
vessels, or such number of smaller merchant-type vessels as may have a total 
tonnage equivalent to such Liberty-type vessels. The vessels would be selected by 
representatives of the Government of India from the reserve fleet, subject to the 
approval of the Maritime Administrator and the Secretaries of State and Defense. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond 
the control of the United States in time of emergency unless such sale is offset 
by new construction. Because of the existence of a general deficit of dry-cargo 
capability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered 
that it would not be in the best interests of national defense to sell any vessel 
from the reserve fleet until our mobilization needs are assured. It is recognized, 
however, that in. certain instances there will be overriding reasons of foreign 
policy which will make it expedient to sell certain vessels of the national defense 
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reserve fleet to certain traditionally friendly foreign nations or Allies. In such 
instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet, provided, of 
course, that proper safeguards are incorporated to insure that such vessels would 
be available to the United States upon request in time of emergency. In order 
to maintain the reserve fleet at its highest possible level of readiness and yet 
to comply with the requirements of foreign policy, it would be more desirable to 
consider all requests for vessels at once rather than by piecemeal legislation. 
To accomplish this purpose, it is recommended that in lieu of this bill general 
legislation be enacted, authorizing the Secretary of Commerce to sell vessels from 
the national defense reserve fleet after approval by the Secretary of State and 
the Secretary of Defense. For the foregoing reasons the Department of the 
Navy, on behalf of the Department of Defense, opposes the enactment of Senate 
Joint Resolution 66. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on Senate Joint 
Resolution 66 to the Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF STATE, 
Washington, June 7, 1957. 
Hon. WARREN G. MAGNUSON, 
United States Senate. 


Dear SENATOR MAGNUSON: This is in response to your letter of May 27, 1957, 

which invited the comments of the Department of State on the following bills: 

Senate Joint Resolution 66 (Senator Humphrey) to authorize the sale 

of a certain number of merchant-type vessels to the Government of India 

or to citizens of India for use in the coastwise trade of such country (not 
more than 12 Liberty-type vessels, or equivalent). 

Senate Joint Resolution 84 (Senators Cotton, Bridges, Saltonstall, Payne) 
to authorize the Secretry of Commerce to sell certain vessels to certain 
citizens of the Federal Republic of Germany (not more than six Liberty- 
type vessels). 

Senate Joint Resolution 90 (Senators Smathers and Cotton) to authorize 
the Secretary of Commerce to sell certain coal-burning vessels to certain 
citizens of the Federal Republic of Germany (not more than 24 vessels). 

S. 1644 (Senator Bible) to authorize the sale of four merchant-type vessels 
to citizens of Mexico for use in the intercoastal trade of Mexico (vessels 
of the C1-MAV1 type). 

S. 2038 (Senator McNamara) to authorize the sale of 10 merchant-type 
vessels to citizens of Italy for use in the intercoastal trade of Italy. 

The Department, in its letter of April 23, 1957, already has commented on 
Senate Joint Resolution 66, to authorize the sale of a certain number of 
merchant-type vessels to the Government of India or to citizens of India for 
use in the coastwise trade of such country. In its letter the Department stated: 

“The Department has received in recent years inquiries from a number of 
foreign governments regarding possible sales of reserve fleet vessels. Some of 
these inquiries appear to be soundly based, not only from the standpoint of 
demonstrated need, but from that of furthering the national interests of the 
United States without detriment to the American merchant marine. Therefore, 
the Department considers that any legislation authorizing the sales of war-built 
vessels should, on the one hand, be so limited as to their number, type, and opera- 
tional area as not to be detrimental to the interests of the United States, but, 
on the other hand, should adequately provide for such sales as are clearly in 
the national interest. 

“The Department believes that consideration should be given to the develop- 
ment of legislation which would broaden the objectives of Senate Joint Resolu- 
tion 66 by making available to other friendly foreign countries as well as to 
India a limited number of United States vessels for operations which would not 
adversely affect the American merchant marine.” 
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The Department of State is aware of and appreciates the reasoning which 
led the Congress to enact the Merchant Ship Sales Act of 1946. “Sterilization” 
of the war-built fleet remaining after the statutory period for sales effectively 
removed from world markets a great accumulation of ship tonnage (more than 
20 million deadweight tons) which otherwise would have discouraged investment 
in new ships, reduced shipbuilding activities both in the United States and in 
other countries, and depressed world freight and charter rates. The Department 
firmly believes that the policy of the Ship Sales Act of 1946 is basically sound. 
Nevertheless the Department also realizes that, in certain cases, the interests of 
the United States in the field of foreign relations might be furthered by the 
authorization of exceptions to the Ship Sales Act, when such sales can be made 
without detriment to the American merchant marine. 

The Department of State equally appreciates that the laid-up fleet constitutes 
a reserve potential for defense purposes and that the Department of Defense 
will be zealous in protecting it. Necessarily requests to purchase ships from 
this fleet must be considered in the light of the numbers and types to whose sale 
the Department of Defense would not object, as well as to the individual merits 
of the requests. The Department of Commerce will, of course, be vigilant to 
point out any proposals whose consumation would be detrimental to the mer- 
chant marine of the United States. 

The Department of State believes that all of the foregoing factors should 
be adequately considered and given proper weight in any proposal for the sale 
of ships from the reserve fleet. This cannot satisfactorily be done piecemeal, 
as in the case of selective sales to individual countries, but only by legislation 
which will be broad enough to take all elements of the problem into account. 

In addition to the bills and joint resolutions referred to herein, there are two 
bills before the House of Representatives for the sale of ships to Turkey and 
to Guatemala respectively and, as stated, the Department is in receipt of num- 
erous requests for ships from other foreign governments, which requests have 
not been put in the form of bills. These bills, joint resolutions, and requests 
may all have merit in varying degrees but their relative priority, in regard to 
a limited number of ships, can only be evaluated if they are considered as a 
whole. 

The Department therefore recommends that legislation authorizing sales to 
foreign purchasers should be general, but with limitations to safeguard the 
American merchant marine. 

Sincerely yours, 
Rosert C. Hm, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF THE TREASURY, 
July 3, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. CO. 

My Dear Mr. CHAIRMAN: Reference is made to S. 1644, S. 2038, S. 2249, S. 
2265, S. 2378, Senate Joint Resolution 66, Senate Joint Resolution 84, Senate 
Joint Resolution 90, and Senate Joint Resolution 116, which are pending before 
your committee. 

The proposed bills would authorize the Secretary of Commerce to sell speci- 
fied numbers of vessels to certain foreign countries or citizens of foreign 
countries. 

The Department would have no objection to the enactment of the bills if they 
were amended to include provisions, such as those appearing in S. 2378, to re- 
quire the Secretary of Commerce to consult with the National Advisory Council 
on International Monetary and Financial Problems in fixing the terms of pay- 
ment on the unpaid balance of the purchase price. The inclusion of such a pro- 
vision would be in accord with the precedent established by Public Law 496, 
83d Congress, which authorized the sale of certain vessels to Brazil. 

Also, your committee may wish to give consideration to the enactment of 
general legislation authorizing the sale of ships to foreign countries in lieu of 
taking action on individual bills. 
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The Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to your committee. 
Very truly yours, 


(Signed) W. Ranpotpu Burcess, 
Acting Secretary of the Treasury. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 24, 1957. 
Hon. WARREN G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mk. CHAIRMAN: Reference is made to your letter of May 7, 1957, 
acknowledged May 8, inviting any comments we may care to offer on Senate Joint 
Resolution 84, 85th Congress, entitled “Joint resolution to authorize the Secretary 
of Commerce to sell certain vessels to certain citizens of the Federal Republic 
of Germany.” 

Senate Joint Resolution 84 would authorize the sale of not more than six 
Libert.-type vessels to a named German company on an “as is, where is” basis 
at prices determined under section 3 of the Merchant Ship Sales Act of 1946, 
as amended. 

As set forth in the body of the bill, one condition of the sale of the vessels 
is that for 7 years after the contract of sale, they can be used only to transport 
(1) American coal and (2) ore—not restricted to American ore—to western 
Euronean ports. In this connection, it is noted that the preamble of the bill 
is not entirely consistent with its body since the former states that the German 
firm is prepared to limit the vessels’ use “to the transporation of coal and/or 
ore purchased in the United States to the Federal Republic of Germany, and 
other free nations which are members of the North Atlantic Treaty Organiza- 
tion.” Thus, the preamble indicates a more restrictive use of the vessels than 
is contsined in the body of the bill since the former contemplates that both coal 
and ore will be purch»sed in the United States and would preclude transporta- 
tion to a nation which has western European ports, but is not a member of 
NAT"), such as Spain. We suggest that if both or either of the more restrictive 
provisions of the preamble are intended to apply, they should be included in the 
body of the bill. 

The sales price that would be established for the vessels under section 3 of 
the Merchant Ship Sales Act of 1946, as amended, is the floor price, since that 
price is greater than the depreciated unadjusted statutory sales price, and since 
the act provided that no vessel should be sold for less than the floor price. The 
floor rricve for a Liberty-type vessel (EC2-S—C1) is $544,506. The estimated cost 
to a purchaser for putting such a vessel in class is over $200,000. The estimated 
market price for such a vessel is $725,000 for use in the domestic trade of the 
United States, $1,050,000 for restricted world trading, and $1,350,000 for un- 
restricted world trading. However, these market prices are not necessarily 
applicable to vessels subject to the restrictions of use provided in Senate Joint 

Resvlution 84. 

It is noted that line 9, page 3, of Senate Joint Resolution 84 contains the word 
“fi e” which appears to have been used inadvertently for the word “seven.” 

Aside from the foregoing recommendation and comments, the subject of the 
bill involves a matter of national policy for determination by Congress and 
we make no recommendation with respect to its enactment. 

Sincerely yours, 
JOSFPH CAMPBELL, 
Comptroller General of the United States. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 


Washington, D. C., June 6, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
Inited States Senate, Washington, D.C. 
My Dear Mr. CHarRMAN: Your request for comment on Senate Joint Reso- 
lution 84, to authorize the Secretary of Commerce to sell certain vessels to 
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certain citizens of the Federal Republic of Germany, has been assigned to this 
Department by the Secretary of Defense for the preparation of a report thereon 
expressing the views of the Department of Defense. 

This bill would provide for the transfer of not more than six Liberty-type 
vessels to Frachtschiffahrt GmbH. Hamburg affiliated with Franz Haniel U. 
Cie of the Federal Republic of Germany. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond the 
control of the United States in time of emergency unless such sale is offset by 
new construction. Because of the existence of a general deficit of dry-cargo 
capability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered 
that it would not be in the best interests of national defense to sell any vessel 
from the reserve fleet until our mobilization needs are assured. It is recognized, 
however, that in certain instances there will be overriding reasons of foreign 
policy which will make it expedient to sell certain vessels of the national de- 
fense reserve fleet to certain traditionally friendly foreign nations or allies. In 
such instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet, provided, of 
course, that proper safeguards are incorporated to insure that such vessels 
would be available to the United States upon request in time of emergency. 
In order to maintain the reserve fleet at its highest possible level of readiness 
and yet to comply with the requirements of foreign policy, it would be more 
desirable to consider all requests for vessels at once rather than by piecemeai 
legislation. To accomplish this purpose, it is recommended that in lieu of this 
bill general legislation be enacted, authorizing the Secretary of Commerce to 
sell vessels from the national defense reserve fleet after approval by the Secre- 
tary of State and the Secretary of Defense. For the foregoing reasons the 
Department of the Navy, on behalf of the Department of Defense, opposes the 
enactment of Senate Joint Resolution 84. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 


that there is no objection to the submission of this report on Senate Joint Reso- 
lution 84 to the Congress. 


Sincerely yours, 


BE. C. STEPHAN, 
Read Admiral, United States Navy, Chief of Legislative Liaison 


(For the Secretary of the Navy). 


THE SECRETARY OF COMMERCE, 


Washington, January 28, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


DEAR Mr. CHAIRMAN: This letter is in reply to your request of July 10, 1956, 
for the views of this Department with respect to Senate Joint Resolution 90, 
a joint resolution to authorize the Secretary of Commerce o sell certain coal- 
burning vessels to certain citizens of the Federal Republic of Germany. 

The joint resolution would authorize the Secretary of Commerce, during 12 
months after its enactment, to sell to Deutsch Amerikanische Kohlen Transport 
Gesellschafz (American-German Coal Transport Co.), a German corporation, 
not more than 24 coal-burning, Liberty-type vessels, for German documentation, 
on an “as is, where is,” basis at prices established under section 8 of the Mer- 
chant Ship Sales Act of 1946, subject to a restriction that for 10 years the vessels 
shall be used only for the transportation of coal from the United States to west- 
ern European ports. The terms of payment are 25 percent down, with the re- 
mainder payable in not more than 10 equal annual installments, with interest 
at the rate of 3% percent per annum. 

The Department does not believe that the authority to sell war-built vessels 
which expired January 15, 1951, with respect to sales to American citizens, and 
on March 1, 1948, with respect to sales to noncitizens, should be reopened for 
the disposal of such vessels. The Department has opposed such legislation 
unless some peculiar or special reason has existed for such sale and the sale 
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would not be prejudicial in any respect to citizens of the United States who 
have purchased vessels under that act prior to termination of the authority to 
sell. In view of the passage of more than 10 years since the enactment of the 
Merchant Ship Sales Act, it should not be used as the procedure for what 
amounts to special sales legislation. It is undesirable for the United States to 
dispose of ships in such a way that they would create additional competition 
for United States citizen owners of war-built vessels, as well as for our mer- 
chant marine in general. There appears to be no reason why additional ton- 
age requirements of other countries cannot be met through purchase in the 
open market so that the American merchant marine would not face additional 
competition by reason of the action of the United States Government in selling 
vessels to competitors in foreign shipping. 

We know of no special or peculiar reason for selling war-built vessels in the 
naional defense reserve fleet to a German corporation, and the sale of such 
vessels to a German corporation for operation as coal carriers between the 
United States and Western Europe would create additional foreign competition 
for the-American merchant marine. 

The freight market is tight at this time. But it may not remain tight for 
the economic life, for foreign operation, of the vessels whose sale is authorized 
by the bill. These vessels, though they are marginal in the ordinary freight 
market for American-flag operation, are economic vessels for foreign-flag 
operations. 

When sufficient privately owned American-flag vessels are not available for 
a service required in the public interest, United States citizen operators may 
apply, under the Merchant Ship Sales Act of 1946, as amended, for the charter 
of vessels in the national defense reserve fleet to provide the service. 

When the Federal Maritime Board finds that the service applied for is in 
the public interest, that it is not adequately served, and that privately owned 
American-flag vessels are not available for charter on reasonable conditions 
and at reasonable rates for use in this service, charters may be made by the 
Maritime Administration to supply the tonnage which is not obtainable in the 
private market. 

Because of the tight freight market, applications have been made to charter 
reserve fleet vessels to move coal from the United States to France (Docket 
No. M-67), to charter vessels (30 Libertys) for worldwide operation, chiefly 
in carriage of coal to foreign ports (Docket No. M-70), and to charter addi- 
tional vessels for coal to France and other countries (M-72). 

In Docket No. M-67, charters of 6 vessels were approved by the Secretary 
of Commerce (Maritime Administration) after apropriate findings by the Fed- 
eral Maritime Board. 

In Docket No. M-70, the Board has made its findings and certified them to 
the Secretary of Commerce (Maritime Administration) for making the chart- 
ering arrangements. 

In Docket No. M-72, recommendations before the Board state that the Board 
would be justified in finding a need for not more than 69 vessels to carry coal. 

It thus appears that additional tonnage needed to carry coal from the United 
States will be made available to American-flag operators through charter of 
Government-owned ships. 

. There appears to be no special or peculiar reason for the sale of these war- 
built vessels to a foreign corporation, and since the vessels would be operated 
in competition with American-flag vessels, and since any necessary tonnage 
to carry the coal involved will be made available to American-flag operators 
under existing law, the Department recommends against enactment of the joint 
resolution. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this letter to your committee. 

Sincerely yours, 
WALTER WILLIAMS, 
Acting Secretary of Commerce. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 5, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 
Deak Mr. CuarrMan: Further reference is made to your letter of May 10, 
1957, acknowledging May 13, inviting any comments we may care to offer con- 
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cerning Senate Joint Resolution 90, 85th Congress, entitled, “Joint resolution to 
authorize the Secretary of Commerce to sell certain coalburning vessels to 
certain citizens of the Federal Republic of Germany.” 

Briefly stated, Senate Joint Resolution 90 would authorize the sale of 24 
coal-burning Liberty type vessels on an “as is, where is” basis to a named 
German company at the floor price of such vessels under the pricing provision 
of the Merchant Ship Sales Act of 1946 (60 Stat. 41), for the transportation 
of American coal to western European ports. One condition of the sale of 
the vessels is that for 10 years after the contract of sale they can be used only 
to carry American coal to western European ports, returning in ballast, without 
cargo, to a United States port. A second condition of the sale is that the ves- 
sels may be documented under the laws of the Federal Republic of Germany 
but may not be transferred from such documentation for 10 years after the 
execution of the contract. These conditions shall be incorporated into the 
provisions of the mortgages on the vessels and, in the event of the permitted 
accelerated amortization of such mortgages, the purchaser will be required to 
provide guaranties that the conditions will be observed for the full 10-year 
period. 

As of June 30, 1956, there were 34 coal-burning Libertys in the reserve fleet. 
We understand that they were built in Canada under the lend-lease program, 
and were delivered in the period 1942-43. They are classed as war-built ves- 
sels and were eligible for sale under the provisions of the Merchant Ship Sales 
Act of 1946. Vessels of this type (coal-burning) were sold under the 1946 act 
for foreign-flag operation, but none were sold for American-flag operation. The 
prewar cost of these vessels was fixed at $1,278,000, and the domestic war cost, 
at $1,728,590. The unadjusted statutory sales price of these vessels under the 
1946 act was $639,000 (50 percent of $1,278,000), and the floor price, $544,506 
(31% percent of $1,728,590). These vessels could have been sold on January 
15, 1951 (the date of expiration of the sales authority under the 1946 act), at 
$544,506, the floor price. Under the provisions of Senate Joint Resolution 90 
the sales prices of these vessels would be $544,506 per vessel. 

We were unable to find any private sales of coal-burning Libertys. However, 
the market values of oil-burning Libertys are reported at $1,350,000 for unre- 
stricted use, $1,050,000 for restricted use (no trading with Iron Curtain coun- 
tries), and $725,000 for use in the domestic trade of the United States. We are 
advised that the cost of converting a Liberty from coal burnings to oil burning is 
approximately $50,000, and the cost to the purchaser of placing each vessel in 
class is estimated to be $200,000 to $300,000. Thus, it appears that a coal-burning 
Liberty could be converted to oil burning and placed in class for about $350,000, 
which added to the proposed sales price, would total approximately $900,000. 
However, the restrictions upon the vessels’ uses as provided by Senate Joint 
Resolution 90 are more stringent than those applying to the restricted use values 
herein cited. 

Whether or not the national interest would be served by the sale of the subject 
reserve fleet vessels to a foreign company under the restrictions provided and 
for the purposes stated in Senate Joint Resolution 90 would appear to require 
weighing the potential advantages of increased exports of American coal by 
virtue of possible decreased cargo rates resulting from an influx of the 24 vessels 
into the trade, against the potential loss to American-owned vessels of the coal 
cargoes. 

Aside from the foregoing comments and suggested consideration, the proposal 
involves a matter of national policy for determination by Congress and we make 
no recommendation with respect to its enactment. 

Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 18, 1956. 
Fion. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHAIRMAN: Further reference is made to your letter of July 10, 1956, 
acknowledged July 11, inviting our comments on Senate Joint Resolution 90, 84th 
Congress, 2d session, entitled “Joint resolution to authorize the Secretary of 
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Commerce to sell certain coal-burning vessels to certain citizens. of the Federal) 
Republic of Germany.” 

Briefly stated, Senate Joint Resolution 90 would authorize the sale of 24 coal- 
burning Liberty-type vessels on an “as is, where is” basis to a.named German 
company at the floor price of such vessels under the pricing provision of the 
Merchant Ship Sales Act of 1946 (60 Stat. 41), for the transportation of Ameri- 
can coal to western European ports. One condition of the sale of the vessels is 
that for 10 years after the contract of sale they can be used only to carry Ameri- 
can coal to western European ports, returning in ballast, without cargo, to a 
United States port. A second condition of the sale is that the vessels may be- 
documented under the laws of the Federal Republic of Germany but may not be 
transferred from such documentation for 10 years after the execution of the 
contract. These conditions shall be incorporated into the provisions of the mort- 
gages on the vessels and, in the event of the permitted accelerated amortization 
of such mortgages, the purchaser will be required to provide guaranties that the 
conditions will be observed for the full 10-year period. 

As of June 30, 1956, there were 34 coal-burning Libertys in the reserve fleet. 

We understand that they were built in Canada under the lend-lease program, and 
were delivered in the period 1942-43. They are classed as war-built vessels and 
were eligible for sale under the provisions of the Merchant Ship Sales Act of 
1946. Vessels of this type (coal-burning) were sold under the 1946 act for 
foreign-flag operation, but none were sold for American-flag operation. The 
prewar cost of these vessels was fixed at $1,278,000, and the domestic war cost, 
at $1,728,590. The unadjusted statutory sales price of these vessels under the 
1946 act was $639,000 (50 percent of $1,278,000), and the floor price, $544,506 
(31% percent of $1,728,590). These vessels could have been sold on January 15, 
1951 (the date of expiration of the sales authority under the 1946 act), at $544,506, 
the floor price. Under the provisions of Senate Joint Resolution 90 the sales 
prices of these vessels would be $544,506 per vessel. 

We were unable to find any private sales of coal-burning Liberties. However, 
the market value of oil-burning Liberties are reported at $1,250,000 for un- 
restricted use, $1 million for restricted use (no trading with Iron Curtain coun- 
tries), and $750,000 for use in the domestic trade of the United States. We are 
advised that the cost of converting a Liberty from coal burning to oil burning 
is approximately $50,000, and the cost to the purchaser of placing each vessel in 
class is estimated to be $200,000 to $300,000. Thus, it appears that a coal-burning 
Liberty could be converted to oil-burning and placed in class for about $350,000, 
which added to the proposed sales price, would total approximately $900,000. 
However, the restrictions upon the vessels’ uses as provided by Senate Joint 
Resolution 90 are more stringent than those applying to the restricted use values 
herein cited. 

Whether or not the national interest would be served by the sale of the sub- 
ject reserve fleet vessels to a foreign company under the restrictions provided 
and for the purposes stated in Senate Joint Resolution 90 would appear to 
require weighing the potential advantages of increased exports of American coal 
by virtue of decreased cargo rates resulting from an influx of the 24 vessels into 
the trade against the loss to American-owned vessels of the coal cargoes. In this 
latter respect, the increasing volume of coal exports to Europe is the stated 
reason for the application by several American companies for the charter of 
Liberty-type vessels (presumably oil burning) for such trade. We suggest that 
if it is deemed necessary or desirable to sell the subject vessels from the reserve 
fleet, and in view of the interest of American operators in chartering Liberties 
for use in carrying coal to Europe and the reported nominal cost of converting 
these vessels from coal burning to oil burning, some consideration might be 
given to offering the vessels for competitive bidding subject to the conditions and 
price proposed in order to afford the American operators an equal opportunity to 
purchase them. If, however, it is considered that competitive bidding under 
the trade restrictions to be imposed would serve no useful purpose, we offer 
no obiection to the stated price in Senate Joint Resolution 90. 

Aside from the foregoing comments and suggested consideration, the pro- 
posal involves a matter of national policy for determination by Congress and 
we make no recommendation with respect to its enactment. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 6, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHarrMaNn: Your request for comment on Senate Joint Resolu- 
tion 90, to authorize the Secretary of Commerce to sell certain coal-burning 
vessels to certain citizens of the Federal Republic of Germany, has been as- 
signed to this Department by the Secretary of Defense for the preparation of a 
report thereon expressing the views of the Department of Defense. 

‘his bill would provide for the transfer of not more than 24 coal-burning 
Liberty-type vessels to the Deutsch Amerikanische Kohlen Transport Gesell- 
‘schaft (American-German Transport-Company) of the Federal Republic of 
Germany. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond 
the control of the United States in time of emergency unless such sale is offset 
by new construction. Because of the existence of a general deficit of dry cargo 
capability available for mobilization needs, and because present plans require 
‘the use of all vessels in the reserve fleet upon mobilization, it is considered that 
it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, how- 
ever, that in certain instances there will be overriding reasons of foreign policy 
which will make it expedient to sell certain vessels of the national defense 
reserve fleet to certain traditionally friendly foreign nations or allies. In such 
instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet, provided, of 
course, that proper safeguards are incorporated to insure that such vessels would 
be available to the United States upon request in time of emergency. In order 
to maintain the reserve fleet at its highest possible level of readiness and yet 
to comply with the requirements of foreign policy, it would be more desirable 
to consider all requests for vessels at once rather than by piecemeal legislation. 
To accomplish this purpose, it is recommended that in lieu of this bill general 
legislation be enacted authorizing the Secretary of Commerce to sell vessels from 
the national defense reserve fleet after approval by the Secretary of State and 
the Secretary of Defense. For the foregoing reasons the lepartment of the 
Navy, on behalf of the Department of Defense, opposes the enactment of Senate 
Joint Resolution 90. 

This report has been coordinated within the Department of Defense in accord- 
“ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on Senate Joint 
Resolution 90 to the Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 1, 1957. 
‘Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Your request for comment on Senate Joint Resolu- 
tion 93, to authorize the Secretary of Commerce to sell certain war-built vessels 
for primary utilization in servicing ports on the Great Lakes, has been assigned 
to this Department by the Secretary of Defense for the preparation of a report 
thereon expressing the views of the Department of Defense. 

The joint resolution would authorize the Secretary of Commerce to sell up to 
12 C4 type vessels, or any other suitable type vessels te be designated hy the 
Maritime Administrator. These vessels would be sold to citizens of the United 
‘States for primary employment either on the Great Lakes, ineluding the St. 
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Lawrence River and Gulf and their connecting waterways, or on any voyages 
originating or terminating at a port on the Great Lakes. 

The Department of the Navy has consistently supported the concept that a 
vessel documented under the laws of the United States which is in an operational 
status, particularly in United States or contiguous waters, is more valuable for 
defense mobilization purposes than an inoperative vessel in the national defense 
reserve fleet. 

However, if the Navy has a specific mobilization requirement for certain types 
of war-built vessels and would object to their sale or conversion if such sale or 
conversion would impair their mobilization potential. 

Accordingly, it is recommended that Senate Joint Resolution 93 be amended 
by inserting after the words “Maritime Administrator’ in line 2, page 2, the 
words “with the approval of the Secretary of the Navy,” by renumbering sub- 
section (c) (5) to read “(6)” and by inserting under subsection (c) (4) a new 
subsection (5) reading as follows: 

“No alteration or conversion shall be made to any vessel unless the Secretary of 
the Navy approves the alteration or conversion.” 

Subject to these amendments, the Department of the Navy, on behalf of the 
Department of Defense, interposes no objection to the enactment of Senate 
Joint Resolution 93. 

This report has been coordinated within the Department of Defense in 
accordance with procedures established by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau of the 
Budget as to the relationship of this report on Senate Joint Resolution 98 to 
the program of the President. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF THE TREASURY, 
July 1, 1957. 
Hon. WARREN MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Reference is made to Senate Joint Resolution 93, 
to authorize the Secretary of Commerce to sell certain war-built vessels for 
primary utilization in servicing ports on the Great Lakes, which is pending 
before your committee. 

The proposed legislation would authorize the Secretary of Commerce to sell 
to the highest responsible bidders who are citizens of the United States up to 
12 C-4 type vesels, or other suitable type vesels, for primary employment either 
on the Great Lakes, including the St. Lawrence River and Gulf and their con- 
necting waterways, or on any voyages originating or terminating at a port on 
the Great Lakes. 

The proposed legislation is not of primary interest to this Department and 
the Department has no comment to make as to its general merits. 

Very truly yours, 
(Signed) JoHN K. CARLOcK, 
Acting General Counsel. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 2, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHatrrMAN: Your request for comment on Senate Joint Resolu- 
tion 101, to authorize the Secretary of Commerce to sell a certain war-built cargo 
vessel and for other purposes, has been assigned to this Department by the Sec- 
retary of Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 

This bill would authorize the Secretary of Commerce to sell an N3—M-—A1 type 
cargo vessel. The Asa Lothrop, to the Boston Shipping Corp. 
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The Department of Defense has consistently supported the concept that a 
vessel.documented under the laws of the United States in an operational status 
is more valuable for national defense than an inoperative vessel in the national 
defense reserve fleet and, while the Department of the Navy, on behalf of the 
Department of Defense, interposes no objection to the enactment of Senate Joint 
Resolution 101, it is believed that in view of the large number of requests for 
domestic sales, general legislation, authorizing the domestic sale of vessels from 
the national defense reserve fleet by the Secretary of Commerce after the ap- 
proval of the Secretary of Defense would be a more desirable approach to this 
matter. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report on Senate Joint Resolution 101 to the Congress. 

Sincerely yours, 
E. C. SrePHAN, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR Mr. CHAIRMAN: Your letter of June 22, 1957, acknowledged June 25, 
requested our comments on three bills, including Senate Joint Resolution 109, 85th 
Congress, entitled “Joint Resolution to authorize the sale of one Victory-type 
vessel for conversion to an ore and coal carrier for use on Great Lakes opera- 
tions.” 

Senate Joint Resolution 109 would authorize the Secretary of Commerce to 
sell within 18 months of the enactment thereof, to the highest responsible and 
qualified citizen bidder, one Victory-type ship for conversion to an ore and coal 
carrier for use on the Great Lakes. The vessel would be designated by the Mari- 
time Administrator and sold as is, where is. The upset price would be the 
sales price computed under the Merchant Ship Sales Act, 1946, as of January 15, 
1951, depreciated (after reduction for residual value) on a straight line basis for 
the period from January 15, 1951, to the date of sale on the basis of the portion 
of a 20-year useful life remaining after January 15, 1951. The joint resolution 
contains the usual installment purchase provisions and purchase price formula 
in the event the vessel is requisitioned by the United States. 

There are several types of Victory ships in the reserve fleet including one 
diesel engined ship. Principal characteristics and statutory prices of the dry- 
cargo types are: 





VC2-S-AP2 | VC2-S-AP3 | VC2-M-AP4 





Na iinik dtc cpedigibdiceinnnndsntempiidicacnindie aaa wees 15.3 17 15 
DEI, cir se odes ctsiuncantnaeut 10, 800 10, 800 10, 180 
PR att ERB alih nck anaes nat dbewdnitadtedacwiecumeskibomes Turbine Turbine Diesel 


Estimate prewar domestic cost_............---.-----.-----..--| $1,958,000 $2, 130, 000 (1) 
Domestic war cost 2, 511, 877 | 2, 872, 659 (?) 
Unadjusted statutory sales price 979, 000 | 1, 065, 000 (t) 
I iitab ctentindnintcentbie sn cuedienta engi we 879, 157 | 1, 005, 431 (t) 


1. Subject to adjustment for desirable features in each case. 


We assume that one of the steam-turbine vessels would be more desirable than 
the motorship because deadweight capacity is a very valuable feature of a ship 
in the stated trades and because the motorship is on the west coast. 

The sales prices computed for Victory ships under the Merchant Ship Sales 
Act, 1946, as of January 15, 1951, are the floor prices because they are greater 
than the depreciated unadjusted statutory sales prices and the act provided 
that no vessel could be sold at less than the floor price. The upset prices of 
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steam turbine, Victorys to be sold January 15, 1958, and 6 years old on January 
15, 1951, would be as follows: 


VC2-S-AP2 














ON a el sel bath silt tora lal sad ude uceentulelasy $879, 157 $1, 005, 431 
Less residual value 244 percent of estimated prewar cost !__.._.....____- 48, 950 53, 250 

enemas Stee ote t el os Oe ate 830, 207 952, 181 
NO i iscsi iat ae she aleind ne Thncncbtadhhennsol 415, 104 | 476, 091 

od RE Ee SUI aS EL ka 415,103 | 476,090 
Add back residual value__- 48, 950 | 53, 250 
a ihe alti edcenindcbiaets kesebaeitvemertiionenbick-astenenrvel 464, 053 | 529, 340 


1 In accordance with Maritime’s past practice. 


It is estimated that market prices for such vessels are: 


5 
| VO2-S-AP2 | VC2-S-AP3 


ee Be URS CINE __...--| $1,200,000 | — $1, 350, 000 


United States cwnership 

Foreign ownership: | 
Restricted world trade___..___. as adusasspuacseeaty) MSG 1, 850, 000 
Unrestricted world trade- -- : ee ; “ail 1, 800, 000 | 2, 000, 000 


| 





It is clear that the terms “economic life” and “useful life’ are used inter- 
changeably in Senate Joint Resolution 109. However, because of the possi- 
bility that the term “useful life’ may be used in other bills or statutes to dis- 
tinguish the period referred to from a “20-year economic life,” it would seem 
desirable to substitute the word “economic” for the word “useful” on line 16, 
page 2; line 13, page 3; and line 16, page 4. 

Subsection (a) (1) of the bill states the trading restriction as “for use on 
the Great Lakes”; subsection (e) provides that the vessel “shall be employed 
exclusively as an ore and coal carrier on the Great Lakes, trading coastwise and 
to Canada.” In order to avoid any misunderstanding, we suggest that the 
restriction intended be recited in both subsections, or that the intended restric- 
tion be incorporated by reference into the other of the subsections. 

While we have no information as to the number of bids that may be received 
on a vessel to be sold subject to the terms of Senate Joint Resolution 109, we 
believe the offering of the vessel for competitive bidding, with an upset price as 
provided therein, is the most desirable method of obtaining a price which is 
fair and reasonable. Accordingly, we perceive no objection to the pricing 
provision of the bill. 

Aside from the foregoing comments and suggestions, the need for or desir- 
ability of releasing a vessel from the reserve fleet for use as proposed in the 
bill is a matter of policy for determination by the Congress and we make no 
recommendation with respect to its enactment. 

Separate reports are being furnished on the other bills enclosed with your 
letter of June 22. 

Sincerely yours, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 


DEPARTMENT OF THE TREASURY, 
June 28, 1957. 
Hon. WaRREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Reference is made to your requests for the views of 
this Department on Senate Joint Resolution 109, to authorize the sale of one 
Victory-type vessel for conversion to an ore and coal carrier for use on Great 
Lakes. operations, Senate Joint Resolution 110, to authorize the sale of a 
troopship of the C—4 type for conversion to a passenger and cargo carrier, and 
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Senate Joint Resolution 111, “to extend the time limit for the Secretary of 
Commerce to sell certain war-built vessels for utilization on essential trade 
routes 3 and 4. 

Senate Joint Resolution 109 would authorize the Secretary of Commerce 
to sell to the highest responsible bidder who is a citizen of the United States 
one war-built Victory ship for conversion to an ore and coal carrier for use on 
the Great Lakes. 

Senate Joint Resolution 110 would authorize the Secretary of Commerce to 
sell to the highest responsible bidder who is a citizen of the United States one 
war-built troopship of the C-4 type for conversion to a passenger and cargo 
vessel. 

Senate Joint Resolution 111 would extend for 1 year the authority of the 
Secretary of Commerce to sell 2 war-built vessels pursuant to the provisions of 
Public Law 938, 84th Congress. 

The proposed bills are not of primary interest to this Department and the 
Department has no comment to make as to their general merits. 

Very truly yours, 
(Signed) JoHN K. CARLOCK, 
Acting General Counsel. 


DEPARTMENT OF STATE, 
Washington, August 15, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United Siates Senate. 

DEAR SENATOR MAGNUSON: Reference is made to your letter of June 22, 1957, 
requesting the views of the Department of State on Senate Joint Resolution 109, 
to authorize the sale of one Victory-type vessel for conversion to an ore and 
coal carrier for use on Great Lakes operations; Senate Joint Resolution 110, to 
authorize the sale of a troopship of the C—4 type for conversion to a passenger and 
cargo carrier; and Senate Joint Resolution 111, to extend the time limit for the 
Secretary of Commerce to sell certain war-built vessels for utilization on essen- 
tial trade routes 3 and 4. An interim acknowledgment of your letter was made 
by the department on June 26, 1957. 

The Department of State does not perceive any foreign-policy implications in 
these bills, and accordingly has no comment to offer regarding the desirability 
of the enactment of Senate Joint Resolution 109, Senate Joint Resolution 110, and 
Senate Joint Resolution 111. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
JOHN S. HoGHLANp II, 
Acting Assistant Secretary for Congressional Relations 
(For the Acting Secretary of State). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DeaR Mr. CHAIRMAN: Your letter of June 22, 1957, acknowledged June 25, 
requested our comments on three bills, including Senate Joint Resolution 110, 85th 
Congress, entitled “Joint resolution to authorize the sale of a troopship of the 
C—4 type for conversion to a passenger and cargo carrier.” 

The joint resolution would authorize the Secretary of Commerce to sell within 
18 months after enactment thereof, to the highest responsible bidder who is a 
citizen of the United States, a C-4 type troopship for conversion to a passenger 
and. cargo yessel and use in the described services. The vessel is to be sold on 
an as is, where is, basis, the upset price being the sale price computed under the 
Merchant Ship Sales Act of 1946, as of January 15, 1951, depreciated, after 
reduction for residual value, on a straight-line basis for the period from January 
15, 1951, to the date of sale, on the basis of the portion of a 20-year econcmic 
life-of the vessel remaining after January 15, 1951. The joint resolution con- 
tains the usual purchase price formula in event the vessel is requisitioned by the 
United States. 
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The sales price computed under the Merchant Ship Sales Act of 1946, as of 
‘January 15, 1951, is the floor price of $1,547,338. The “upset price” of such a 
vessel if sold on January 15, 1958, and 6 years old on January 15, 1951, would 
‘be about $815,000 ($1,547,338 less seven-fourteenths of ($1,547,338—$82,500) ), 
‘the residual value of $82,500 being based upon 2% percent of estimated prewar 
‘domestic cost of $3,300,000 in accordance with Maritime’s practice in the past. 
We have no information as to the estimated cost to the purchaser of converting 
‘the vessel, as required in the bill. 

No recent sales of C—4 troopers have come to our attention. It is estimated, 
‘on the basis of sales of C—4 cargo ships, that their domestic market value would 
be about $1,500,000 and the unrestricted world market price about $2,300,000, 
‘ It is clear that the terms “economic life’ and “useful life” are used inter- 
changeably in Senate Joint Resolution 110. However, because of the possibility 
that the term “useful life’ may be used in other bills or statutes to distinguish 
‘to referred-to period from a “twenty-year economic life,” it would seem desirable 
to substitute the word “economic” for the word “useful” on line 21, page 2; 
line 17, page 3; and line 24, page 4. 

The word “or” on line 11, page 1, is an apparent inadvertence; the intended 
word is “for.” 

While we have no information as to the number of bids that may be received 
on a vessel to be sold subject to the terms of Senate Joint Resolution 110, we 
believe the offering of the vessel for competitive bidding, with an upset price 
as provided therein, is the most desirable method of obtaining a price which is 
fair and reasonable. Accordingly, we perceive no objection to the pricing pro- 
vision of the bill. 

Aside from the foregoing comments and suggestions, the need for or desira- 
bility of releasing a vessel from the reserve fleet for use as proposed in the bill 
is a matter of policy for determination by the Congress and we make no recom- 
ammendation with respect to its enactment. 

Separate reports are being furnished on the other bills enclosed with your 
letter of June 22. 

Sincerely yours, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 1,1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CHAIRMAN: Your letter of June 22, 1957, acknowledged June 25, 
requested our comments on 3 Senate joint resolutions, including Senate Joint 
Resolution 111, 85th Congress, entitled “Joint resolution to extend the time 
limit for the Secretary of Commerce to sell certain war-built vessels for utiliza- 
tion on essential trade routes 3 and 4.” 

Senate Joint Resolution 111 will extend the authority under Public Law 938, 
84th Congress, approved August 3, 1956 (70 Stat. 957), for 1 additional year, to 
August 3, 1958. 

We understand that it may not be possible to accomplish the objectives of the 
subject law within the time limitation now provided (August 3, 1957), and we 
perceive no objection to the proposed extension of 1 year. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 11, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Deak Mr. CHARMAN: Your letter of June 28, 1957, acknowledged July 1, re- 
quested any comments we may care to offer on two bills, including Senate Joint 
Resolution 116, 85th Congress, entitled “Joint resolution to authorize the sale of a 
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eertain number of merchant-type vessels to the Government of the Republic of 
the Philippines or to citizens of the Philippines.” 

The joint resolution would authorize the Secretary of Commerce, after con- 
sultation with the Secretary of State and the Secretary of Defense, to sell within 
12 months from the date of enactment thereof not more than 30 vessels on an 
as-is basis at prices determined by the Maritime Administrator to represent 
reasonable fair market values after considering their present age and condition 
and “the limited field of operation allowed under the terms of the sale.” How- 
ever, the reasonable fair market value is subject to a ceiling of the price that 
would be established for each vessel under the Merchant Ship Sales Act, 1946. 

The resolution specifies that the ships to be sold shall consist of 10 Liberty 
ships of the John Sargent and Thomas Nelson type and 20 Victory ships made 
up of 10 AP2’s and 10 AP3’s as may be selected by the purchasers from the 
reserve fleet: The John ‘Sargent and the Thomas Nelson are 2 of only 4 Liberty 
ships which were recently modified for experimental purposes. All have been 
equipped with improved main propulsion engines including one free-piston, 
gas-turbine installation. Other features being tried include cargo handling with 
cranes, a controllable pitch propeller, and changes in hull form and length to 
improve speed and sea-keeping ability. Three of these ships, including the named 
2, are now being operated by the United States Lines Co., 1 under a general 
agency agreement and 2 under bareboat charters. The fourth is expected from 
the shipbuilding yard in August 1957 for subsequent operation by Lykes Bros. 
Steamship Co., Inc., under a general-agency agreement. The approximate aver- 
age cost of the modification was $3 million for each ship. 

We believe that the four modified experimental Liberties should not be 
considered in the same category as other war-built ships because of the extensive 
additional investment of the Government in them. Moreover, we are not informed 
as to whether sufficient operating data on these experimental vessels will have 
been obtained before their proposed sales. 

The maximum sales prices stated in Senate Joint Resolution 116 for all ships 
to be sold thereunder would be the floor prices established in the Merchant Ship 
Sales Act, 1946, as amended. The floor price of a Liberty (maximum price under 
S. J. Res. 116) is $544,506, and it would cost approximately $180,000 to put one 
from the reserve fleet in operating condition. The 4 experimental ships are 
now in class and operating, or almost ready for operation, at a total cost of 
more than $12 million to the Government since their withdrawal from the 
reserve fleet. Current market prices for standard dry-cargo Liberties are 
estimated to be $725,000 for United States registry, $900,000 for foreign registry, 
restricted world trading, and $1,150,000 for foreign registry, unrestricted world 
trading. We know of no basis for estimating the market prices of the four 
modified Liberty ships. 

The floor prices and estimated current market values of Victories are: 


| VC2-S-A P2 | VC2-S-A P3 
| (15knots) | (17 knots) 


Floor price (maximum sales price under S. J. Res. 116)... __-- | $879, 157 ~ 
Estimated market prices, United States registry snipes ahi ee 1, 200, 000 
Foreign registry: 
Restricted world trade__- i be Ee 1, 650, 000 
Unrestricted world trade __- sg ad ; ot : 1, 800, 000 


1, 005, 
1, 350, 


Although the Maritime Administrator is to consider, among other things, 
“the limited field of operation allowed under the terms of the sale,” there are 
no restrictions on trading embodied in the resolution. In a previously authorized 
sale of war-built vessels to citizens of the Philippines (Public Law 114, approved 
June 30, 1955, 69 Stat. 217), the ships were, except with the prior approval of 
the Secretary of Commerce, restricted to interisland commerce of the Philip- 
pines for 10 years, from date of sale. In the sale of vessels to Brazil (Public 
Law 496, approved July 15, 1954, 68 Stat. 481), the ships were confined to the 
coastwise trade of Brazil indefinitely. The ships specified in Senate Joint Reso- 
lution’ 116’are more suitable for deep-sea service than for coastwise or interisland 
service. Inasmuch as the bill places no conditions or restrictions upon the pur- 
chasers relative to training areas, competition with American-flag vessels, resale, 
documentation, or availability to the United States in an emergency, it will be 
possible under the bill for the purchasers to obtain selected vessels at prices 
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considerably below their market values and immediately resell them at a sub- 
stantial profit. 

We note that the sales are to be made “as is.” We assume this to be an inad- 
vertence and that there should be added “where is”; otherwise, it might be 
implied that the Government should bear the expenses of delivery to the buyer. 

Senate Joint Resolution 116 would allow the purchaser to select the vessels 
desired, subject to the approval of the Maritime Administrator. This privilege 
was not extended in previous sales mentioned above. We question the advis- 
ability of allowing this privilege, since the purchaser could select a ship in operat- 
ing condition rather than a ship in reserve-fleet storage which is not in class, 
thereby saving the purchaser perhaps over $200,000 in activation costs in United 
States shipyards. 

The terms of payment of the unpaid balances of purchase prices do not include 
the period over which they are to be paid. The previously mentioned sales to 
Brazil and to Philippine citizens both provide that such terms should be fixed 
after consultation with the National Advisory Council on International Mone- 
tary and Financial Problems, but that in no event should they be more favorable 
than the terms applicable in the case of sales to citizens of the United States. 

Other matters offered for consideration in connection with the proposed reso- 
lution are: 

1. Availability of similar vessels for sale by United States citizens on 
terms and at prices equal to or more favorable than those specified by the 
Congress. 

2. Authority for the Secretary of Commerce to stipulate any further con- 
ditions he considers necessary. 

8. The desirability of offering the ships at competitive bidding with “upset 
prices,” as determined by Congress, to secure maximum return for the 
United States Government and provide equal opportunities for all Philip 
pine citizens. 

For grammatical correctness the words “of which” on line 7, page 1 of the 
resolution, should be changed to “consisting of” or a similar term. 

The sale of vessels to foreigners is a matter of policy for determination by the 
Congress, but, on the basis of the foregoing analysis, we do not recommend enact- 
ment of Senate Joint Resolution 116 in its present form. 

A separate report is being furnished on 8. 2403, enclosed with your letter of 
June 28. 

Sincerely yours, 

JOSEPH CAMPBELL, 
Comptroller General of the United States. 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 2, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Your request for comment on Senate Joint Resolu- 
tion 116, to authorize the sale of a certain number of merchant-type vessels to the 
Government of the Republic of the Philippines or to citizens of the Philippines, 
has been assigned to this Department by the Secretary of Defense for the prepara- 
tion of a report thereon expressing the views of the Department of Defense. 

This bill would authorize the sale to the Government of the Republic of the 
Philippines, or to citizens of the Philippines of not more’ 'than’30 vessels from 
the national defense reserve fleet, 10 of such vessels to be Liberty ships of the 
“John Sargent” and “Thomas Nelson” type, 10 to be Victory ships of the AP2 
type, and 10 to be Victory ships of the AP3 type. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond the 
control of the United States in time of emervency unless such sale is offset by 
new construction. Because of the existence of a general deficit of dry cargo 
capability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered that 
it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, 


however, that in certain instances there will be overriding reasons of foreign 
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policy which will make it expedient to sell certain vessels of the national de- 
fense reserve fleet to certain traditionally friendly foreign nations or allies. In 
such instances it could be more advantageous to the United States to sell cer- 
tain vessels than it would be to retain the vessels in the reserve fleet, provided, 
of course, that proper safeguards are incorporated to insure that such vessels 
would be available to the United States upon request in time of emergency. In 
order to maintain the reserve fleet at its highest possible level of readiness and 
yet to comply with the requirements of foreign policy, it would be more desirable 
to consider all requests for vessels at once rather than by piecemeal legislation. 
To accomplish this purpose, it is recommended that in lieu of this bill, general 
legislation be enacted, authorizing the Secretary of Commerce to sell vessels 
from the national defense reserve fleet after approval by the Secretary of State 
and the Secretary of Defense. For the foregoing reasons the Department of the 
Navy, on behalf of the Department of Defense, opposes the enactment of Senate 
Joint Resolution 116. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on Senate Joint Reso- 
lution 116 to the Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF STATE, 
Washington, July 26, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear SENATOR MAGNuSON: Reference is made to your letter of June 28, 1957, 
requesting comments on Senate Joint Resolution 116, to authorize the sale of a 
certain number of merchant-type vessels to the Government of the Republic 
of the Philippines or to citizens of the Philippines. Interim acknowledgment 
of this letter was made on July 1, 1957. 

The proposed legislation would authorize the sale of not more than 10 Liberty- 
type vessels and 20 Victory-type vessels of specified designs. No restriction as 
to the operation of these vessels is imposed. The character of both of these types 
makes them suitable for long-range voyages on the high seas. 

Five war-built vessels of the CI-MAY-1 type, which had heen under charter to 
citizens of the Philippines, were sold to such citizens under the authority of 
Public Law 114, 84th Congress. Restriction to domestic operation was contained 
in the legislation, subject to waiver at the discretion of the Secretary of Com- 
merce. Under this waiver authority, the trading limits of these vessels were 
subsequently extended on a limited regional basis. The Department of State 
supported this extension on the grounds that it permitted a more flexible degree 
of direct support of the Philippine economy and thereby was in the national 
interest of the United States. 

While there would be an immediate economic advantage to the Government 
of the Philippines or to its citizens in the purchase of 30 vessels at prices far 
below world market prices, this would be true in respect of any other country 
to which sales were made under similar conditions. The Department of State 
has no indication that the Philippine Islands are inadequately served at present 
by liners or tramps of the 10,000 deadweight ton class, and hence thet the pro- 
posed sale would meet a basic economic need of the Republic of the Philippines. 
It would appear to the Department of State that some, at least, of the 30 vessels in 
question (20 of which are suitable for use as cargo liners) would necessarily seek 
employment on the worldwide, unrestricted basis which the bill permits. 

For these reasons the Department is unable to perceive that the sales pro- 
posed by Senate Joint Resolution 116 would further the national interests of the 
United States and, therefore, cannot favor its enactment. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
JouHn S, HoGHLAnp II, 
Acting Assistant Secretary for Congressional Relations 
(For the Secretary of State). 
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COMPTROLLER GENERAL OF THE UNITED STATES; 
Washington, D. C., April 16, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


DEAR Mr. CHAIRMAN: Further reference is made to your letter of March 20, 
1957, acknowledged March 21, inviting any comment we may care to offer on 
2 bills, including S. 1644, 85th Congress, entitled “A bill to authorize the sale 
of 4 merchant-type vessels to citizens of Mexico for use in the intercoastal trade 
of Mexico.” 

S. 1644 would authorize the Secretary of Commerce, for 12 months from the 
date of its enactment, and after consultation with the Secretary of State and the 
Secretary of Defense, to sell not more than four C1—-NAV-1-type vessels from 
the reserve fleet on an “as it, where is” basis, to Transportes Maritinos Mexi-' 
canos, S. A. The operator named in 8. 1644 presumably is the same one named in 
S. 3505, 84th Congress, although designated in the latter as “Transportes Mari- 
tinos Mexicanos, 8. A.” 

While the title to S. 1644 states that the 4 CI-NAV-1 vessels will be sold for 
use in the intercoastal trade of Mexico, section 3 (b) of the bill restricts their 
use to the coastwise trade of Mexico. In the interest of clarity, we suggest that 
the same terminology be used in both the title and body of the bill. 

The prices established for CI-NAV-1 vessels under the Merchant Ship Sales Act 
of 1946, as amended, 50 U.S. C. App. 1735-1746 were 


I ein ecremere SN ac _ $1, 280, 000 
Pe ITT CDOTS TOU Sra ween rere ieininns 640, 000 
eR a lee cannaialeed See 
Re he ric amen ecinmniadepineimnsiineewe 693, 862 


Since the floor price is greater than the unadjusted statutory sales price (50 
percent of the prewar domestic cost) the adjustments contemplated in section 
3 (d) of the Merchant Ship Sales Act, including normal depreciation of 5 per 
centum per annum, were not applicable to these vessels and the sales price was 
the floor price at $693,862. 

In view of the “statutory sales price” (or floor price) of a C1-NAV-1 under 
the 1946 act, the pricing provision of section 3 (a) of the bill is not entirely 
clear. The reference to “the statutory sales price, as defined in section 3 (d) 
of the Merchant Ship Sales Act of 1946” may contemplate only the so-called 
unadjusted statutory sales price and the provision that “amount for [normal] 
depreciation shall continue to be subtracted after the minimum provided for in 
such section has been reached” appears to contemplate a normal depreciation 
from the date of a vessel’s delivery by the builder to the date of sale, without 
regard to the floor price. However, since this latter provision of the bill also 
provides depreciation “at a reasonable rate, not in excess of 5 per centum,” while 
section 3 (d) of the 1946 act specifies a 5 percent rate from date of vessel’s delivery 
by the builder, it may be considered that the “discretionary” rate of normal 
depreciation as contemplated by the bill is applicable to the “adjusted statutory 
sales price,” which in the case of the ClI-NAV-1-type vessels is the ‘floor price.” 
Also, since the ship-sales authority of the Merchant Ship Sales Act of 1946, 
expired on January 15, 1951, it may have been contemplated that the “discre- 
tionary” rate, not in excess of 5 per centum of the “floor price’ at which the 
vessels last could have been purchased under the 1946 act, would be applied 
from that date to the date of sale. 

Assuming a “normal” depreciation at the rate of 5 per centum per annum of 
the unadjudged statutory sales price, without regard to the “floor price’ under 
the 1946 act, a CI-NAV-1 vessel which is 13 years old would sell for approxi- 
mately $224,000. The unrestricted world market price for a CI-NAV-1 vessel 
was reported to be $1,250,000 in mid-1956. It is estimated that the restricted 
world market price for such a vessel in the reserve fleet would be about $300,000 
less, or $950,000. On July 13, 1956, Brazil purchased 12 C1—-NAV-1 vessels for 
use in its coastwise trade pursuant to Public Law 496, approved July 15, 1954, 68 
Stat. 481, wherein Congress established the vessels’ sales prices “at prices deter- 
mined under section 3 of the Merchant Ship Sales Act, 1946, as amended, as-is, 
where-is.” Accordingly, the vessels were sold at the floor price of $693,862 each. 
However, if it is intended that the vessels proposed for sale to Mexican citizens 
are to be offered at prices considerably below the floor price under the 1946 act, 
we suggest that the formula for determining such prices be clarified, or a stated 
sales price be provided. 
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S. 1644 involves a matter of policy for determination by Congress and, aside 
from the foregoing comments and recommendations of clarification, we have no 
recommendation to make in respect to its merits. 

A separate report is being furnished on 8. 1616. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 6, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: Your request for comment on 8S. 1644, to authorize 
the sale of four merchant-type vessels to citizens of Mexico for use in the inter- 
coastal trade of Mexico, has been assigned to this Department by the Secretary 
of Defense for the preparation of a report thereon expressing the views of the 
Department of Defense. 

This bill would provide for the sale to Transportes Maritimos Mexicanos, 
S. A., certified as a qualified ship operator by the Secretary of Marine of the 
Government of Mexico, of not more than four merchant-type vessels of the 
ClI-MAV-1 type from the reserve fleet. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond 
the control of the United States in time of emergency unless such sale is offset 
by new construction. Because of the existence of a general deficit of dry-cargo 
eapability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered that 
it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, how- 
ever, that in certain instances there will be overriding reasons of foreign policy 
which will make it expedient to sell certain vessels of the national defense 
reserve fleet to certain traditionally friendly foreign nations or allies. In such 
instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet; provided, of 
course, that proper safeguards are incorporated to insure that such vessels 
would be available to the United States upon request in time of emergency. In 
order to maintain the reserve fleet at its highest possible level of readiness and 
yet to comply with the requirements of foreign policy, it would be more desir- 
able to consider all requests for vessels at once rather than by piecemeal legis- 
lation. To accomplish this purpose, it is recommended that in lieu of this bill 
general legislation be enacted authorizing the Secretary of Commerce to sell 
vessels from the national defense reserve fleet after approval by the Secretary 
of State and the Secretary of Defense. For the foregoing reasons the Depart- 
ment of the Navy, on behalf of the Department of Defense, opposes the enact- 
ment of S. 1644. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on S. 1644 to the 
Congress. 

Sincerely yours, 
EK. C. STEPHAN, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., June 5, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR Mr. CHAIRMAN: Further reference is made to your letter of May 9, 
acknowledged May 13, inviting any comments we may care to offer concerning 
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4 bills, including S. 2038, 85th Congress, entitled “A bill to authorize the sale of 
10 merchant-type vessels to citizens of Italy for use in the intercoastal trade 
of Italy.” 

The bill would authorize the Secretary of Commerce, after consultation with 
the Secretary of State and the Secretary of Defense, at any time prior to 12 
months from the date of enactment thereof, to sell not more than 10 war-built 
vessels on an as-is, where-is basis to a named trm under the provisions of 
section 6 of the Merchant Ship Sales Act of 1946. 

Section 6 of the 1946 act was used until March 1, 1948, as the basis for sales of 
war-built vessels, other than a P-2 or other passenger-type vessel and a Liberty- 
type collier or tanker, to properly qualified noncitizens of the United States. 
The section requires, among other things, that the Secretary of Navy be con- 
sulted, that the vessels shall not be sold at less than the statutory sales price 
under the act, that the terms or conditions of the sale shall not be more favorable 
than those offered to a citizen of the United States, and that where the vessels 
so sold are to be transferred to foreign register and flag, the mortgage securing 
the unpaid balance of the purchase price and interest thereon shall contain 
provisions according to such mortgage, priorities over other liens and encum- 
brances accorded merchant vessel mortgages under the laws of such registry 
and flag. In view of the requirement for consultation with the Secretary of 
the Navy, the provision in section 2 of the bill re’ative to consultation with the 
Secretary of Defense appears to be an unintended duplication. 

The sales price that would be established for the vessels under te act is the 
floor price, since that price is greater than the depreciated unadjusted statutory 
sales price, and since the act provides that no vessel may be sold at less than 
the floor price. In general, the market prices for war-built vessels are much 
higher than the floor prices. 

Even excepting the types specifically excluded bv section 6 of the 1946 act, 
and those which in the past have been declared desirab'e for retention in the 
reserve fleet for defense purposes, there are still a number of different types of 
war-built vessels to which the proposed legislation could applv. In previous 
lecis!ation authorizing sale of vessels to Brezil (Public Law 496, approved July 
15, 1954) and Korea (Public Law 665, arproved August 26, 1954), te Congress 
specified the types of ships to be sold. Therefore, it may b® desirable that the 
Conrress specifv the type or tvpes of ships intended to be sold under the bill. 

While the title to S. 2038 indicates that the vessels would be used on!'y in 
the intereoastal trade of Italy, the body of the bill does not provide for a trade 
area restriction with any assurance from the Government of Italy that such 
restrictions will be observed, as has been provided in other bills of similar nature. 
We su“gest the inc'usion of specific provisions in this regard. 

Aside from the forecoing comments and suggestions, the subject bill involves 
a m®*tter of national policy for Congress to determine and we make no recom- 
mendation with respec. thereto. 

Senarate reports are being furnished on the other three bills enclosed with your 
letter of May 9. 

Sincerely yours, 
JOSEPH CAMPPETL, 
Comptroller General of the United States. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 6, 1957. 
Hon. WarrEN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: Your request for comment on S. 2038, to authorize 
the sale of 10 merchant-type vessels to citizens of Italy for use in the intercoastal 
trade of Italy, has been assigned to this Department by the Secretary of De- 
fense for the preparation of a report thereon expressing the views of the De- 
partment of Defense. 

This bill would provide for the sale to Flotta Libera Triestine, s. p. a., an 
established shipping firm of Trieste, Italy, of not more than 10 war-built vessels 
under the provisions of section 6 of the Merchant Ship Sales Act of 1946. 

The Department of the Navy, is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond the 
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control of the United States in time of emergency unless such sale is offset by 
new construction. Because of the existence of a general deficit of dry cargo 
capability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered that 
it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, 
however, that in certain instances there will be overriding reasons of foreign 
policy which will make it expedient to sell certain vessels of the national defense 
reserve fleet to certain traditionally friendly foreign nations or allies. In such 
instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet, provided, of 
course, that proper safeguards are incorporated to insure that such vessels 
would be available to the United States upon request in time of emergency. In 
order to maintain the reserve fleet at its highest possible level of readiness and 
yet to comply with the requirements of foreign policy, it would be more desirable 
to consider all requests for vessels at once rather than by piecemeal legislation. 
To accomplish this purpose, it is recommended that in lieu of this bill general 
legislation be enacted authorizing the Secretary of Commerce to sell vessels from 
the national defense reserve fleet after approval by the Secretary of State and 
the Secretary of Defense. For the foregoing reasons the Department of the 
Navy, on behalf of the Department of Defense, opposes the enactment of 8. 
2038. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on S. 2038 to the 
Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF STATE, 
Washington, July 26, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR SENATOR MaGnuson: Further reference is made to your letter of May 9, 
1957, which invited the comments of the Department of State on 8. 2038, a bill 
to authorize the sale of 10 merchant-type vessels to citizens of Italy for use in 
the intercoastal trade of Italy. An interim acknowledgment of this letter was 
made on May 13, 1957. 

While the title of the proposed legislation appears to indicate that the 10 
Liberty-type vessels requested would be restricted to the coastwise trade of Italy, 
the text itself does not contain any provisions for such a restriction. 

The vessels requested would presumably either engage primarily in the import 
of bulk commodities destined for Italy or would enter worldwide tramping opera- 
tions. Italy has a merchant marine which aggregated, on December 31, 1956, 
4,397,000 gross tons. Current bulk freight rates have dropped sharply from their 
temporary high levels at the time of the Suez crisis. There is no evidence of a 
shortage of dry-cargo tonnage available to serve Italy’s essential commerce. 

The Department of State appreciates that S. 2038 has the collateral purpose 
of furnishing employment in the maritime field to citizens of the Trieste area. 
S. 2249, which would authorize the sale to Austria of eight Liberty-type vessels, 
provides that these latter ships would be based on Trieste, thereby giving that 
area substantially the support which it might expect from §S. 2038. 

For the foregoing reasons, the Department of State is unable to perceive that 
the interest of the United States will be appreciably furthered by S. 2038 and, 
therefore, cannot favor its enactment. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
Joun S. Hoeurianp IT, 
Acting Assistant Secretary for Congressional Relations 
(For the Secretary of State). 


91693—57——21 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee in Interstate and Foreign Commerce, 
United States Senate. 

Deak Mr. CHAIRMAN: Your letter of June 7, 1957, acknowledged June 10, 
requested our comments on §. 2241, 85th Congress, entitled, “A bill to authorize 
the Secretary of Commerce to sell war-built vessels and for other purposes.” 

S. 2241 would authorize the sale, during a period of 6 months after its 
enactment, of an unspecified number of N38-M—A1 type cargo vessels, on an as-is- 
where-is basis, to qualified citizens of the United States for use “in intercoastal 
and/or coastwise trade of the United States including ports in the Territory of 
Alaska.” However, this trading restriction may be waived upon the prior 
approval of the Secretary of Commerce. 

The provision in the bill for an “upset sales price for each vessel” implies that 
the sales will be based upon completitive bidding although the bill does not 
expressly so provide. In view of the short period of the proposed sales authoriza- 
tion (6 months) and the absence of any limitation on the number of vessels to be 
sold, we presume the bill contemplates immediate advertising by the Secretary 
of Commerce of all N83—M-—A1 type cargo vessels in the reserve fleet and the sale 
of any or all of them at offers equaling or exceeding the “upset sales price,” of 
which the bidders will be apprised. If such is not the purpose of the bill, we 
suggest that any intended limitations be incorporated into the language of the bill 

The bill provides that the amount of the “upset sales price’ for each vessel 
is to be determined by the Maritime Administrator “in accordance with the 
formula set forth in Public Law 553 of the 83d Congress (68 Stat. 582).” Under 
the cited law, no formula was set forth but Congress specified the amounts of 
the sales prices of the steamships President Cleveland and President Wilson as 
$6,500,000 each, less a stated depreciation of $1,225 per day per vessel from 
April 1, 1954, to the date of sale. However, the intent behind S. 2241 appears 
to be to fix the upset price under the formula which was followed, generally. 
in arriving at the stated prices of the two vessels; that is, the floor price under 
the Merchant Ship Sales Act of 1946, as of January 15, 1951 (date of expiration 
of sales authority under the 1946 act), depreciated, after reduction for residual 
value, on a straight-line basis from January 15, 1951, to the date of sale, based 
upon the portion of the 20-year economic life of the vessel remaining after 
January 15, 1951, as determined from the date of delivery from the builder’s 
yard. See House Report No. 1913, 83d Congress, accompanying House Joint 
Resolution 534, page 5. If this is the formula intended, we recommend that 
it be expressly provided in the bill. 

The floor price of a N3—-M-—A1 type vessel at January 15, 1951, was $484,726, 
at which time the average age was about 8 years. The upset sales price of such 
vessel if sold at January 15, 1958, would be about $213,500 ($484,726 less seven- 
twelfths of $484,726 minus $19,650). The residual value of $19,650 represents 
2% persent of estimated prewar domestic cost of $786,000 in accordance with 
Maritime’s practice in the past. Based on recent sales of most nearly comparable 
ships, it is estimated that market prices of N3-M—A1 type vessels are $750,000 for 
unrestricted world trade, $700,000 for restricted world trade, and $500,000 for 
use in the domestic trade of the United States. The estimated cost of putting 
such a vessel from the reserve fleet in operating condition is $150,000. 

It is noted that on line 15, page 2, the trading restrictions apply during the 
useful life of the vessels; on lines 12 and 16, page 3, the documentation require- 
ment and transfer restriction are based on 20-year economic life of the vessels. 
Inasmuch as the average age of the subject vessels on January 15, 1958, will 
be 15 years, it is not clear whether the useful life is intended to be synonymous 
with 20-year economic life, which would limit all of the restrictions and require- 
ments to 5 years, or approximately January 15, 1963. <A useful life may be 
construed as a considerably longer period. Accordingly, if the terms are intended 
to be synonymous, we suggest, in the interest of clarity, that the word “useful” 
be changed to “20-year aconomic” on line 15, page 2. 

Aside from the foregoing analysis and subject to the recommended clarifications, 
the subject matter of the bill is a matter of policy for determination by the 
Congress and we make no recommendation with respect to its enactment. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller-General of the United States. 





SALE OF SHIPS FROM RESERVE FLEET 315 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 2, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Your request for comment on S. 2241, a bill to 
authorize the Secretary of Commerce to sell war-built vessels and for other 
purposes, has been assigned to this Department by the Secretary of Defense 
for the preparation of a report thereon expressing the views of the Department 
of Defense. 

This bill would authorize the Secretary of Commerce to sell to citizens of the 
United States N3—M—A1-type cargo vessels on an as-is where-is basis. 

The Department of Defense has consistently supported the concept that a 
vessel documented under the laws of the United States in an operational status 
is more valuable for national defense than an inoperative vessel in the national 
defense reserve fleet, and, while the Department of the Navy, on behalf of the 
Department of Defense, interposes no objection to the enactment of S. 2241, it is 
believed that in view of the large number of requests for domestic sales, general 
legislation, authorizing the domestic sale of vessels from the national defense 
reserve fleet by the Secretarly of Commerce after the approval of the Secretary 
of Defense would be a more desirable approach to this matter. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the a has advised that there is no objection to the sub- 
mission of this report on S. 2241 to the Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF STATE, 


Washington, July 3, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Deak SENATOR MAGNuson: Further reference is made to your letter of June 7, 
1957, which invited the comments of the Department of State on S. 2241, a bill 
to authorize the Secretary of Commerce to sell war-built vessels and for other 
purposes, and to your letter of June 11, 1957, which requested the Department’s 
views on Senate Joint Resolution 101, to authorize the Secretary of Commerce 
to sell a certain war-built cargo vessel and for other purposes. Interim acknowl- 
— of your letters were sent by the Department on June 10 and June 13, 

957. 

The Department of State does not perceive substantial foreign-policy implica- 
tions in these bills and accordingly has no comment to offer regarding the desira- 
bility of their enactment. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
JoHN S. HogHianp II, 
Acting Assistant Secretary for Congressional Relations 
(For the Secretary of State). 


THE GENERAL COUNSEL OF THE TREASURY, 
Washington, June 19, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: Reference is made to your requests for the views of 
this Department on Senate Joint Resolution 101, to authorize the Secretary of 
Commerce to sell a certain war-built cargo vessel, and for other purposes, ‘and 
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S. 2241, to authorize the Secretary of Commerce to sell war-built vessels, and for 
other purposes. 

Senate Joint Resolution 101 would authorize the Secretary of Commerce to sell 
to the Boston Shipping Corp. the N3—M-—Al-type cargo vessel Asa Lothrop. 
S. 2241 would authorize the Secretary of Commerce to sell to citizens of the 
United States N3—M-—A1-type cargo vessels. 

The bills are not of primary interest to this Department and the Department has 
no recommendation to make as to their general merits. 

Very truly yours, 
JOHN K. CARLOCK, 
Acting General Counsel. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHAIRMAN: Your letter of June 11, 1957, acknowledged June 13, re- 
quested our comments on four bills, including S. 2249, 85th Congress, entitled “A 
bill to authorize the sale of a certain number of merchant-type vessels to 
Austrian citizens for use in the trade of Austria.” 

The bill would authorize the Secretary of Commerce, after consultation with 
the Secretary of State and the Secretary of Defense, to sell at any time prior to 
12 months from the date of enactment thereof not more than 8 Liberty-type vessels 
from the reserve fleet on an as-is, where-is basis at such prices as are determined 
under provisions of the Merchant Ship Sales Act of 1946, as amended. The 
purchaser shall make a downpayment of at least 25 percent of the price, the 
unpaid balance being secured by a first preferred mortgage on the vessel sold, 
with interest at the rate of 3% percent per year. 

There are various ships in the reserve fleet which are modifications of the basic 
EC2-S-C1 dry-cargo Liberty ship; these ships include tankers and coal-burning, 
dry-cargo ships. We presume that the EC2—S—C1 Liberty-type vessel is contem- 
plated under the bill. 

The prices that would be established for Liberty-type vessels under the Mer- 
chant Ship Sales Act, 1946, as amended, are the floor prices. The floor price 
of an EC2-S—-C1 Liberty ship is $544,506. The estimated cost of putting such a 
vessel from the reserve fleet in operating condition is $180,000. The estimated 
market prices for an EC2—-S—Cl1 Liberty ship are $1,100,000 for unrestricted world 
trading, $850,000 for restricted world trading, and $750,000 for use in the domestic 
trade of the United States. We are unable to estimate what effect, if any, the 
proposed trading restrictions would have on world market prices of the ships. 

We are not in a position to express an opinion as to the need for or desirability 
of these vessels for use in trade from United States ports for the carriage of 
bulk cargo to Mediterranean ports, or the extent to which the use of these vessels 
in such trade may affect shipping operations of the United States-flag vessels. 

There are no restrictions or provisions in the bill concerning: 

1. Documentation and transfers of ownership. 

2. Consultation with National Advisory Council on International Mone- 
tary Problems on terms of payment. 

3. Precluding terms more favorable than the terms applicable in the case 
of sales to citizens of the United States. 

4. Inelusion of such other conditions in the terms of sales as the Maritime 
Administrator may consider necessary. 

5. Maximum time for payment of any unpaid balance of sales prices. 

6. Availability of ships to the United States in emergencies. 

7. Trading with Iron Curtain countries. 

8. Restrictions running with the titles to the vessels. 

Aside from the foregoing analyses and comments, the subject of the bill is a 
matter of national policy for determination by the Congress, and we make no 
recommendation with respect to its enactment. 

Separate reports are being furnished on the other three bills enclosed. with 
your letter of June 11. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Your request for comment on S. 2249, a bill to 
authorize the sale of a certain number of merchant-type vessels to Austrian 
citizens for use in the trade of Austria, has been assigned to this Department 
by the Secretary of Defense for the preparation of a report thereon expressing 
the views of the Department of Defense. 

This bill would authorize the sale to citizens of Austria of not more than eight 
Liberty-type (EC2-—S-Cl) vessels from the national-defense reserve fleet. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national-defense reserve fleet which might place such vessel beyond the 
control of the United States in time of emergency unless such sale is offset by 
new construction. Because of the existence of a general deficit of dry-cargo 
capability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered that 
it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, 
however, that in certain instances there will be overriding reasons of foreign 
policy which will make it expedient to sell certain vessels of the national-defense 
reserve fleet to certain traditionally friendly foreign nations or allies. In such 
instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet, provided, of 
course, that proper safeguards are incorporated to insure that such vessels would 
be available to the United States upon request in time of emergency. In order 
to maintain the reserve fleet at its highest possible level of readiness and yet to 
comply with the requirements of foreign policy, it would be more desirable to 
consider all requests for vessels at once rather than by piecemeal legislation. To 
accomplish this purpose, it is recommended that, in lieu of this bill, general 
legislation be enacted, authorizing the Secretary of Commerce to sell vessels; 
from the national-defense reserve fleet after approval by the Secretary of State 
and the Secretary of Defense. For the foregoing reasons, the Department of 
the Navy, on behalf of the Department of Defense, opposes the enactment of S. 
2249. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on §. 2249 to the 
Congress. 

Sincerely yours, 
B. C. STEPHAN, 
Rear Admiral, United States Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF STATE, 
Washington, August 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Drar SENATOR MAGNUSON: I refer to your letter dated July 17, 1957, concern- 
ing S. 2249, which proposes a sale of vessels from the reserve fleet to Austria. 
Replies to your specific questions are given below. 

1. According to information from the American Embassy at Vienna, 4 ships 
would be purchased by the Austrian Lloyd Co., and 4 by Rohner, Gehrig & Co. 

2. The purchase by the Austrian Lloyd will be financed by the Creditanstalt 
Bankverein; the purchase by Rohner, Gehrig & Co. will be financed by the 
Oesterreichisches Kreditinstitut A. G. Both of the financing institutions are 
Austrian banks which have been nationalized. Competition may be said to 
exist in that the ships will be operated by two different companies. 

3. In the case of the Austrian Lloyd Co., there would appear to be no non- 
Austrian interest involved. This company was formed in 1951, and all shares 
are in the hands of Austrian citizens. Prince Tassilo Hohenlohe is reported to 
own one-fourth of the shares of the Austrian Lloyd for his personal account. 
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This is entirely separate from his activity as representative of the French grain 
firm of Dreyfuss. With regard to Rohner, Gehrig & Co., which is an Austrian 
firm, 74 percent of its stock is reported to be held by the Swiss shipping company 
of Schweizerische Reederei A. G. of Basel and 26 percent by the Oesterreichisches 
Kreditinstitut A. G. 

4. As indicated above, the Kreditinstitut A. G. and the Creditanstalt Bank- 
verein are 2 of the 3 banks which have been nationalized in Austria. 

This information is based on a dispatch from the American Embassy at Vienna 
and on information furnished by the Austrian Embassy in Washington. It is 
hoped that it may be of assistance to your committee. 

As evidence of the support which the Austrian Government gives to the pro- 
posed purchase of ships, there is enclosed a copy of the Austrian Embassy’s note 
No. 447, dated January 18, 1957, with regard to this matter. 

Sincerely yours, 
JoHN §S. Hoguianp II, 
Acting Assistant Secretary for Congressional Relations 
(For the Acting Secretary of State). 
Enclosure: Austrian Embassy’s note No. 447, January 18, 1957. 


The Ambassador of Austria presents his compliments to the honorable the 
Secretary of State and has the honor to request the Department’s assistance 
in the following matter. 

Ten years of occupation prevented Austria from exercising the normal fune- 
tions of an independent and sovereign state. Besides her legal status, Austria 
was to a very great extent restricted in her activities on the international field, 
particularly by political obstruction of the Soviet occupation authorities. 

As a consequence of these circumstances, Austria has until now not been in a 
position to concern herself with the creation of a small merchant fleet and 
could not take advantage of the possibilities offered by the Merchant Ship Sales 
Act of 1946, namely, to buy Liberty ships of the United States reserve fleet, 
which gave other countries the opportunity to purchase the considerable number 
of 1,100 of those ships. This is the basic reason, well known to the United 
States Government and public opinion, why Austria can submit her request for 
the purchase of eight Liberty ships to the American authorities only now 
at the date long after the expiration of the above-mentioned act. 

Austria would never have maintained her existence without the generous 
political and moral support and the vast economic aid given to her under 
various aid programs by the United States. Even before the conclusion of the 
Austrian State Treaty this aid let this country develop a self-supporting econ- 
omy. The said treaty was approved by an overwhelming majority of the United 
States Senate. A free and independent Austria has been established and, as 
events have shown, should not only be considered as a stabilizing factor in 
central Europe but also as a great moral and political asset to the free world. 
Her candid recent policy, for instance, in respect to refugees, and the mere 
existence of a free and democratic system in Austria seem to demonstrate her 
great importance to the world as a whole and to the United States. 

It might not be forgotten that Austria has to carry for many years to come 
a heavy economic burden imposed by the state treaty, which is the reason why 
Austria cannot afford to buy vessels on the open market at the present prices, 
which are three times as high as they were at the time when Liberty ships 
were sold to other countries. Austria is, by her geographical situation, always 
open to detrimental actions of any kind from the Communist world; conse- 
quently, it appears that a strengthening of her national economy is of importance 
to us as well as to the United States. 

The creation of an Austrian commercial fleet operated under Austrian flag 
with its base in Trieste, Italy, is justified by the following reasons: 

In times of international crisis (as Korea, Indochina, Suez, for instance), most 
states act to protect their self-interest exclusively without too much regard 
of the needs of other countries. Difficult international situations of that kind 
result always, as experience has proved, in the shortage of tonnage. Austria 
even is ready to pay enormously rising freight rates; she is nevertheless often 
enough deprived of the means of transportation for her basic necessities. 

The Austrian economy, by its special structure, is dependent to a major ex- 
tent on ocean transportation for the procurement of its raw materials. Yearly 
about 2 million tons of coal and about 700,000 tons of grain are purchased in 
the United States and shipped to Austria, and there is good reason to believe 
that these figures will increase. The coal business is a merely commercial 
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one without United States financing and is carried exclusively by non-Ameri- 
ean ships. The grain sold and shipped under relief actions is carried partly 
by United States and partly by foreign vessels, according to the 50-50 clause, 
while all free commercial-grain cargoes are shipped by non-United States flag. 
It is detrimental to the Austrian national economy that it should not participate, 
at least to a minimum, with her own vessels, in the carriage of the 50-per- 
cent non-American quota. 

Having no vessels at all, Austria is left at the mercy of the shipowning coun- 
tries and her economy has, therefore, to suffer more intensely under any ship- 
ping shortage than the economy of others. 

It is important to mention that an Austrian commercial fleet will not be in any 
way a competition to American sea transportation. The Austrian ships will 
be used for the transportation of the non-American quota where American boats 
never participated. The operation of a few Austrian vessels cannot constitute 
a competition of any importance to the shipping business as a whole. 

The Austrian Embassy has the honor to request the Secretary of State on 
behalf of urgent instructions from the Austrian Government for his kind assist- 
ance in the purchase of eight ships of the Liberty or of a similar type, now 
part of the United States American reserve fleet. As the Embassy is aware of 
the fact that the above-mentioned Liberty ships are to be sold by authoriza- 
tion of the Congress, the Embassy begs the Secretary of State to be kind enough 
to forward this request approvingly to the proper authorities. 

Moreover, the Austrian Government is aware that this request is made at a 
time when general conditions might not be any longer favorable for the sale 
of these ships, but the long record of constructive help and assistance by the 
United States Government encourages the hope that the United States Gov- 
ernmen will have the understanding for the very special circumsances by which 
Austria was forced to make her request at this late date. 


WasHIneTon, D. C., January 18, 1957. 
Reference No. 447. 


DEPARTMENT OF STATE, 
Washington, July 31, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear SENATOR MAGNuSON: This is further in reply to your letter of June 11, 
1957, requesting reports on S. 2249, to authorize the sale of a certain number 
of merchant-type vessels to Austrian citizens for use in the trade of Austria ; and 
Senate Joint Resolution 101, to authorize the Secretary of Commerce to sell a 
certain war-built cargo vessel, and for other purposes. Interim acknowledgment 
of that letter was made on June 13, 1957. <A report on Senate Joint Resolu- 
tion 101 was submitted on July 3, 1957, to the effect that it appeared to have 
no foreign policy aspects. Comments on 8. 2249 follow. 

The Department of State has previously expressed its view that no ships should 
be sold from the reserve fleet unless the national interest was clearly furthered 
thereby. In addition, it has appeared to the Department of State that the De- 
partment of Defense might be unable to concur in the disposal of more than a 
small number of vessels without weakening the defense potential of the reserve 
fleet. 

For these reasons, and to avoid apparent discrimination in any sales, the De- 
partment of State has consistently advocated that all requests for ships received 
from friendly countries should, if possible, be considered as a group, in order 
to permit evaluation of their relative contribution to the national interest and 
the recommendation of priority in the light of the number and types probably 
available. 

The Department of State reaffirms this view but, in response to your request 
for specific comment on 8. 2249, states its conviction that the sale of eight Liberty- 
type vessels to Austria is desirable and is clearly in the national interest of the 
United States to such an extent that the proposed sale would be favored by this 
Department in any review which might be made of all applications. 

Due to its status as an occupied country, under the control of a quadripartite 
commission, Austria was unable to avail itself of the provisions of the Ship 
Sales Act, 1946, during the period when sales to foreign citizens were permitted. 
While this is not a valid argument that sales should now be made, it is adduced 
as indicating that Austria’s failure to purchase ships prior to 1948 was not due 
to any lack of interest on its part at that time. 
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Politically, the creation and support of a free, independent, and self-sustaining 
Austria has been a cardinal tenet of United States policy for many years. As 
has been demonstrated in the case of the Swiss Government, the possession of a 
nucleus of national-flag shipping by a small country enables that country to 
resist economic pressures during times of shipping shortage. 

Moreover, it is of political importance to the United States to use all appro- 
priate means to consolidate the postwar shift in Austrian trade from eastern 
European countries to the west, and in particular to the United States, which 
at present supplies 80 percent of Austrian imports of coal and grain. Because 
of its geographical position and because of the burdens of reparations to the 
Union of Soviet Socialist Republics imposed by the state treaty, Austria is 
peculiarly vulnerable to Soviet economic pressures and the vagaries of Soviet 
trade policies, 

The ownership of a minimum amount of ocean shipping would free Austria 
from complete dependence upon other countries for the carriage of its essential 
imports. Even a small fleet would tend to give Austria a sense of improved eco- 
nomic security and increase its feeling of prestige—both of definite importance 
to the healthy existence of a small state. 

Since Austria has no seacoast, the ships which it requests will be based upon 
Trieste. The economy of Trieste has in the past been largely maritime. Basing 
these ships upon Trieste will tend to improve the depressed state of that port 
without direct economic intervention by the United States. 

The proposed sales are not for the purpose of adding to an already adequate 
merchant marine. Austria has no ocean vessels of any sort under its flag. 
While Austria is seeking to buy these ships at prices below the world market level 
(as, indeed, are all other applicants for reserve-fleet vessels), the Department does 
not believe that the proposal is wholly commercial or rests on merely a short- 
term profit motive. It is strongly supported by the Government of Austria on 
long-term considerations, of which economic security looms larger than savings 
in foreign exchange. 

The operation of these eight vessels cannot be restricted to coastwise service 
since, as stated, Austria has no seacoast. The purpose of any operational re- 
striction is to obviate detriment to the American merchant marine. The restric- 
tions contained in S. 2249 would appear to accomplish this, since no liner service 
is permitted to these vessels anywhere and no service to or from the United States 
except in outward bulk cargoes to Mediterranean ports. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Joun S. Hoerranp II, 
Acting Assistant Secretary for Congressional Relations 
(For the Acting Secretary of State). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DeaR Mr. CHAIRMAN: Your letter of June 12, 1957, acknowledged June 13, 
requests our comments on two bills, including 8. 2265, 85th Congress, entitled 
“A bill to authorize the sale of a certain number of merchant-type vessels to 
citizens of, or the Government of Uruguay for the coastwise trade of South 
America or for certain other services not competitive with United States-flag 
ships.” 

The bill would authorize the Secretary of Commerce, after consultation with 
the Secretary of State and the Secretary of Defense, to sell on an as is, where 
is, basis within 12 months of its enactment not more than 4 Liberty-type 
(EC2-S-C1) vessels, 2 Victory-type (VC-—2-S-AP8) vessels, and 2 coastal-cargo 
type vessels (C1-M-—AV1), or such number of the same type vessels not to exceed 
the total tonnage equivalent thereof, subject to the prior approval of the Mari- 
time Administrator. The sales authorized shall be made at such prices as 
are determined by the Maritime Administrator to represent the reasonable fair 
market value of the ships sold, considering their age, condition, and limited 
field of operation, except that any such price shall not exceed the price that 
would be established for the same ship under provisions of the Merchant Ship 
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Sales Act of 1946. The purchaser shall agree to the conditions stipulated in 
the bill, which include repair work necessary to put any vessel purchased in 
class to. be done in a domestic United States shipyard, and shall pay at least 
25 percent of the sales price, the unpaid balance being secured by a first pre- 
ferred mortgage on the vessel sold, with interest on such balance at the rate 
of 31% percent per year. 

The sales authority provided by the Merchant Ship Sales Act of 1946 ex- 
pired on March 1, 1948, to persons not citizens of the United States, and on 
January 15, 1951, to citizens thereof. The prices that would be established 
under the Merchant Ship Sales Act of 1946, are the floor prices. In general, 
floor prices are lower than estimated market prices, as shown below : 


Liberty Victory | Coastal-cargo 
(EC2-S-C1) (VC2-S- (C1-M-AV1) 
AP3) 
Floor prices.. . ; $544, 506 $1, 005, 431 $693, 862 
Estimated market prices: 

Domestic trade, United States___. nee hiheeeiaimae 750, 000 1, 350, 000 750, 000 

Restricted world trade 850, 000 1, 850, 000 1, 000, 000 

Unrestricted world trade__.- 1, 100, 000 2, 000, 000 1, 100, 000 
Estimated amounts necessary to put reserve fleet vessels in 

2 RL REST ES. | a ate Ss 180, 000 200, 000 170, 000 


While S. 2265 requires the Maritime Administrator to determine the “reason- 
able fair market value,” it establishes the floor price as the maximum amount 
which that official may determine as the sales price. This may well result in 
sales prices of less than the floor prices in view of the conditions to which the 
purchaser must agree and the factors to be considered, i. e., age, condition, and 
limited field of operation. 

Since the field of operation in S. 2265 is restricted only to South American 
coastal services or services “that are not competitive with vessels registered 
under the laws and flag of the United States,” the bill is more liberal in this 
regard than was offered Brazilian purchasers under Public Law 496, approved 
July 15, 1954 (68 Stat. 481), wherein an express prohibition was made against 
using the vessels in “international trade or in other than the coastwise trade 
of Brazil.” Yet the statutory sales prices for the vessels sold to Brazil were the 
floor prices under the 1946 act, as is, where is. In addition, the trade restriction 
in S. 2265 is for a period of time limited by the vessels’ “remaining economic 
lives,” while the trading restrictions in the Brazil sale are “permanent.” Pre- 
sumably, the “remaining economic lives” of the vessels proposed for sale under 
S. 2265 are the remainders of their 20-year periods from the dates of construction, 
as contemplated in the 1946 act. 

Paragraph 4 of section 2 of the bill provides for emergency requisitioning of 
the vessels by the United States and payment therefor under section 902, Mer- 
chant Marine Act, 1936, as amended. Under this provision, the owners would 
receive “just compensation,” unenhanced by the causes necessitating the taking. 
The Brazil sale was not subject to this restriction and, presumably, the payment 
to the Brazilian owners would be somewhat higher because of the absence of 
the prohibition against enhancement. On the other hand, recent legislation 
authorizing sales of war-built vessels to American citizens has limited their 
recovery for requisitioned vessels to the higher of scrap value or depreciated sales 
price, plus the depreciated cost of capital improvements (see Public Law 938, 
84th Cong., approved August 3, 1956, 70 Stat. 957). 

We recommend that some reasonable limitation be provided in the bill on the 
period of time for payment of any unpaid balances of the sales prices. 

In general, the terms of sales proposed to be offered to citizens of, or the 
Government of Uruguay are more liberal than those granted to another foreign 
country. 

Accordingly, while the subject matter of the bill is a matter of policy for 
determination by the Congress, we are not informed of any reason for the 
more liberal treatment proposed in 8S. 2265. 

A separate report is being furnished on the other bill enclosed with your letter 
of June 12. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 1, 1957. 





Hon. WarrkEN G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

My Dear Mr. CHarRMAN: Your request for comment on §S. 2265, a bill to 
authorize the sale of a certain number of merchant-type vessels to citizens of, or 
the Government of Uruguay for the coastwise trade of South America or for 
certain other services not competitive with United States-flag ships has been 
assigned to this Department by the Secretary of Defense for the preparation of 
a report thereon expressing the views of the Department of Defense. 

This bill would authorize the sale to the Government of Uruguay or to citizens 
of Uruguay of not more than 4 Liberty-type (EC2-S—Cl1) vessels, 2 Victory-type 
(VC2-S-AP3) vessels, and 2 coastal-cargo type (C1-M-AV1) vessels, or such 
number of the same type vessels not to exceed the total tonnage equivalent 
thereof, from the national defense reserve fleet. 

The Department of the Navy is generally opposed to the sale of any vessel from 
the national defense reserve fleet which might place such vessel beyond the 
control of the United States in time of emergency unless such sale is offset by 
new construction. Because of the existence of a general deficit of dry-cargo 
capability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered that 
it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, 
however, that in certain instances there will be overriding reasons of foreign 
policy which will make it expedient to sell certain vessels of the national defense 
reserve fleet to certain traditionally friendly foreign nations or allies. In such 
instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet, provided, of 
course, that proper safeguards are incorporated to insure that such vessels would 
be available to the United States upon request in time of emergency. In order 
to maintain the reserve fleet at its highest possible level of readiness and yet 
to comply with the requirements of foreign policy, it would be more desirable 
to consider all requests for vessels at once rather than by piecemeal legislation. 
To accomplish this purpose, it is recommended that in lieu of this bill, general 
legislation be enacted, authorizing the Secretary of Commerce to sell vessels 
from the national defense reserve fleet after approval by the Secretary of State 
and the Secretary of Defense. For the foregoing reasons the Department of 
the Navy, on behalf of the Department of Defense, Opposes the enactment of 
S. 2265. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report on 8. 2265 to the Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, USN, Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF STATE, 
Washington, August 15, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR SENATOR MAGNUSON: Reference is made to your letter of June 12, 1957, 
requesting the comments of the Department of State on S. 2265, a bill to author- 
ize the sale of a certain number of merchant-type vessels to citizens of, or the 
Government of Uruguay for the coastwise trade of South America or for cer- 
tain other services not competitive with United States-flag ships. Interim ac- 
knowledgement of this letter was made on June 18, 1957. 

The proposed legislation would authorize the sale of not more than 4 Liberty- 
type vessels, 2 Victory-type vessels, and 2 coastal-cargo vessels of the C1-—M-AV1 
type. The operation of these vessels is restricted to the coastal service of South 
America or other services not competitive with United States-flag vessels. The 
six vessels of the Liberty and Victory types are clearly suitable for long-range 
voyages on the high seas. 
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While there would be an immediate economic advantage to the Government of 
Uruguay or to its citizens in the purchase of the above-mentioned vessels at 
prices far below world market prices, such would be true in the case of any 
other country to which sales were made under similar conditions. The Depart- 
ment of State has no indication that Uruguay is inadequately served at present 
by liners or tramps comparable to the vessels under discussion, and hence that 
the proposed sale would alleviate a basic economic deficiency of Uruguay. 

For these reasons the Department is unable to perceive that the sale proposed 
by S. 2265 would further the national interests of the United States and there- 
fore cannot favor its enactment. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
JoHN S. HocHianp II, 
Acting Assistant Secretary for Congressional Relations 
(For the Acting Secretary of State). 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., July 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR Mr. CHAIRMAN: Your letter of June 25, 1957, acknowledged June 27, 
requested our comments on S. 2378, 85th Congress, entitled “A bill to authorize 
the sale of five Liberty-type vessels to Belgium or its citizens for use in the 
exportation of anthracite coal from Philadelphia to ports in Belgium and the 
Netherlands.” 

The bill wouid authorize the Secretary of Commerce, after consultation with 
the Secretary of State and the Secretary of Defense, to sell not more than five 
Liberty-type dry cargo ships to the Government of Belgium or to citizens thereof 
within 12 months from the date of its enactment. The bill further provides, 
among other things, that the prices shall be determined under section 3 of the 
Merchant Ship Sales Act, 1946, as amended, “as-is, where-is.” 

The sales prices that would be established for the vessels under section 3 of the 
Merchant Ship Sales Act are the floor prices, since these prices are greater than 
the depreciated unadjusted sales prices and since the act provides that no vessel 
may be sold at less than the floor price. Accordingly, the price for each vessel 
under the bill would be the floor price of $544,506. Current market values are 
estimated at $1,100,000 for unrestricted world trading under foreign flag, $850,- 
000 for restricted world trading under foreign flag, and $750,000 for use in the 
domestic trade of the United States. It is estimated that comparable prices for 
ships as-is, where-is, in the reserve fleet would be about $180,000 less to cover the 
cost of putting such vessels in operating condition. We are unable to estimate 
the effect of the trading restrictions on such market prices. 

The provisions of the bill appear to be patterned after those of Public Law 
496, approved July 15, 1954, 60th United States Statutes at Large, page 481 (sale 
of ships to Brazil). 

Your attention is invited to the inadvertent use of “1947” rather than “1946” on 
line 8, page 2, of the bill. Also, lines 10 and 11, page 2, refer to the “price deter- 
mined under subsection (d).” While this undoubtedly is intended to mean sub- 
section 3 (d) of the Merchant Ship Sales Act of 1946, as amended, we suggest the 
meaning will be more apparent if the words “sale price” be substituted for the 
words “price determined under subsection (d).” 

Aside from the foreging analysis and comments, S. 2378 involves a matter of 
national policy for determination by the Congress and we make no recom- 
mendation with respect to its enactment. 

Sincerely yours, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 
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DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 


Washington, D. C., July 1, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Your request for comment on S. 2378, a bill to 
authorize the sale of five Liberty-type vessels to Belgium or its citizens for 
use in the exportation of anthracite coal from Philadelphia to ports in Belgium 
and the Netherlands, has been assigned to this Department by the Secretary of 
Defense for the preparation of a report thereon expressing the views of the 
Department of Defense. 

This bill would authorize the sale to the Government of Belgium or to citizens 
of Belgium of not more than five Liberty-type (KC2-S-Cl1) merchant vessels for 
the restricted purpose of exporting anthracite coal from Philadelphia to ports 
in Belgium and the Netherlands. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond 
the control of the United States in time of emergency unless such sale is offset 
by new construction. Because of the existence of a general deficit of dry 
cargo capability available for mobilization needs, and because present plans 
require the use of all vessels in the reserve fleet upon mobilization, it is con- 
sidered that it would not be in the best interests of national defense to sell 
any vessel from the reserve fleet until our mobilization needs are assured. 
It is recognized, however, that in certain instances there will be overriding 
reasons of foreign policy which will make it expedient to sell certain vessels 
of the national defense reserve fleet to certain traditionally friendly foreign 
nations or allies. In such instances it could be more advantageous to the 
United States to sell certain vessels than it would be to retain the vessels in 
the reserve fleet, provided, of course, that proper safeguards are incorporated 
to insure that such vessels would be available to the United States upon request 
in time of emergency. In order to maintain the reserve fleet at its highest 
possible level of readiness and yet to comply with the requirements of foreign 
policy, it would be more desirable to consider all requests for vessels at once 
rather than by piecemeal legislation. To accomplish this purpose, it is recom- 
mended that in lieu of this bill general legislation be enacted, authorizing the 
Secretary of Commerce to sell vessels from the national defense reserve fleet 
after approval by the Secretary of State and the Secretary of Defense. For the 
foregoing reasons the Department of the Navy, on behalf of the Department 
of Defense, opposes the enactment of S. 2378. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on S. 2378 to the 
Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 





DEPARTMENT OF THE TREASURY, 
July 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on S. 2403, to authorize the Secretary of Commerce to transfer 
war-built merchant vessels to American citizens, to encourage construction of 
new dry-cargo vessels in American shipyards for American-flag operation, and 
for other purposes. 

The bill would authorize the Secretary of Commerce to transfer war-built ves- 
sels owned by the United States to citizens of the United States, or domestic 
corporations wholly owned by the United States, for unsubsidized United States- 
flag operation in consideration for construction within the United States of new 
dry cargo, oceangoing tonnage of modern design and type for unsubsidized 
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United States-flag operation. Such sales would be at a ratio of not to exceed 
five war-built vessels for each vessel of new construction to be built by the 
purchaser. 
The proposed legislation is not of primary interest to this Department and the 
Department has no comment to make as to its general merits. 
Very truly yours, 
JOHN K. CARLOCK, 
Acting General Counsel. 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 26, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DreAR Mr. CHAIRMAN: Your letter of June 28, 1957, acknowledged July 1, re- 
quested our comments on two bills, including S. 2403, 85th Congress, entitled a 
bill to authorize the Secretary of Commerce to transfer war-built merchant 
vessels to American citizens, to encourage construction of new dry-cargo vessels 
in American shipyards for American-flag operation, and for other purposes. 

As indicated by section 1 of the bill and the memorandum presented at the 
time of its introduction (p. 9228 of the Congressional Record for June 26, 1957) 
S. 2403 is intended to provide the means by which a purchaser who will commit 
himself to construct a new vessel for unsubsidized United States-flag operation 
can purchase up to five war-built vessels on such terms that the purchaser will 
recover from the profits on their operations an amount equal to the construction- 
differential subsidy for the new vessel, payment of which is authorized by section 
502 (b) of the 1936 act but not presently available because of the absence of 
sufficient appropriations for that purpose. 

The direct construction-differential subsidy authorized by title V of the Mer- 
chant Marine Act, 1936, is subject to various provisions and limitations which 
are not included in S. 2403, either expressly or by reference, including approval 
of the applicant’s qualifications, review of the plans and specifications of the 
new vessel by the Department of the Navy, a limitation on the amount of sub- 
sidy to a maximum of 50 percent of the cost of the new vessel, approval of the 
lowest responsible bid of the shipbuilder as fair and reasonable, and the recoup- 
ment of excess profits from the shipbuilder. 

S. 2403 apparently contemplates that the Secretary of Commerce will be able 
to determine the amount of construction-differential subsidy which would be 
paid toward the construction of a new vessel if sufficient appropriated funds 
were available and will be able to satisfactorily estimate the number of war- 
built vessels (up to five) necessary to enable the operator to “recover,” through 
profits on their operations, in a period of from 3 to 5 years, an amount equal to 
the construction differential. The bill also envisages repurchase of the vessels 
by the Government when the “recovery” has been made. However, inasmuch 
as the bill provides that the purchaser will have the new vessel constructed 
“as promptly as facilities are available” (presumably necessitated by a current 
high workload in United States shipyards) it is not understood how the Secre- 
tary can reasonably determine the costs of construction on an indeterminate 
future date in a United States shipyard. In this connection, the construction- 
differential subsidy authorized under the 1936 act is based upon the differential 
between an actual bid by a United States shipyard for the construction of the 
new vessel and the fair and reasonable estimate of the foreign cost. The bill 
does not require an actual bid be obtained for the future construction of the 
new vessel as a prerequisite to the determination by the Secretary under section 
4. In the absence of an actual approved bid on the new vessel at the time the 
Secretary is required to determine the ratio of war-built vessels to be sold for 
each new vessel to be constructed, the United States cost of construction will 
necessarily become an additional estimate to be used in arriving at the amount 
of construction-differential subsidy. Thus, it would appear the Secretary will 
he placed in the difficult position of having to estimate (1) American costs, (2) 
foreign costs, and (3) purchaser’s profit potential (which would undoubtedly be 
subject to variation according to the individual purchaser’s efficiency of oper- 
ations). Notwithstanding the possibility that, in those circumstances, the 
profits realized by the purchaser might far exceed the construction differential 
authorized by the 1936 act, S. 24083 provides that “all actions, determinations. 
and decisions under this act shall be final and conclusive.” In this regard, it 
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is noted that while the bill apparently contemplates recovery by the purchaser 
in a 3- to 5-year period, he is guaranteed continued possession of the war-built 
vessels until recovery of the equivalent of construction differential on the new 
vessel. In that event, his low capital investment in the vessels will be amortised 
over an extended period of time and it is difficult to perceive that his recoupment 
of the cost differential is not practically assured. On the other hand, if his 
recovery was accomplished in less than 3 years, the Government will have no 
right to repurchase the war-built vessels prior to that time and if a shipping 
boom should occur during the period profits in excess of the cost differential 
authorized in the 1936 act, might possibly result. 

As hereinabove indicated, the memorandum accompanying the bill explains 
that the “recovery” by the purchaser from the operation of the war-built vessels 
means “profits”; if so, the method of determining profits should be defined and 
provision made for the earmarking or funding of such profits. Unless other- 
wise provided, “profits” would be construed as applicable to all profits and not 
merely profits in excess of normal business profits. 

The bill would authorize the sale of surplus war-built vessels to American 
citizens under the Merchant Ship Sales Act of 1946. The sales authority under 
that act was terminated on January 15, 1951. Under section 3 (d) thereof, the 
statutory sales price of a dry-cargo vessel, without adjustments, was established 
at 50 percent of the estimated prewar domestic cost, with a floor price of 35 
percent of domestic war cost for other than Liberty-type vessels. 

Although the bill would authorize the sale of any war-built vessels, as defined 
in section 6 thereof, it contemplates ‘“* * * to the extent feasible, * * * vessels 
of the Victory class released during 1956 from the reserve fleet on bareboat 
charter basis, upon termination of such charter agreements.” In this connection, 
the memorandum accompanying the bill states that of approximately 100 vessels 
now on bareboat charter from the reserve fleets, many will be rendered to the 
Government this summer and early fall. 

The costs of the two common types of Victory vessels, in relation to market 
prices, follow: 





VC2-S-AP2 | VC2-8--A P3 


Merchant Ship Sales Act, 1946: 


Domestic war eet |. ......-...........- slant ea iee cnet iaeetaas $2, 511, 877 $2, 872, 659 
Prewar domestic cost ................ athwbes eet ianctasce ns 1, 958, 000 2, 130, 000 
SE I Ns ins ekdbaee ok caked OSE 979, 000 1, 065, 000 
Floor price. _-_..-- as a a aren ail 1 879, 157 1, 005, 431 
Estimated cost to put a reserve fleet vessel in class___- : 200, 000 200, 000 
Estimated market prices: 
United States registry._.......-...--.--- i Si ne ON Ss ee 1, 200, 000 1, 350, 000 
Foreign registry: 
Restricted world trade R Ba OE os bine eae at a 1, 650, 000 | 1, 850, 000 
Unrestricted world trade_ | 1, 800, 000 | 2, 000, 000 
Maritime’s basic bareboat charter rates per year fora vessel delivered in class_| 1185, 138 | 1 209, 618 


1 Excludes possible recapture of one-half of profits in excess of 10 percent of capital necessarily employed. 


Since the bill provides for depreciation at the rate of 5 percent per annum 
from the date of construction, those vessels built prior to January 15, 1944, would 
be subjected to depreciation in excess of the maximum amount which was allow- 
able under the Merchant Ship Sales Act because of the floor price thereunder. 
If the vessels were sold in 1958, the depreciation would range from about 65 to 
85 percent of the statutory sales price. Possible sales prices of standard Victory- 
type reserve fleet vessels not in class follow : 
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VC2-S-A P2 | VC2-S-AP3 


Depreciation at 85 percent: 





BORIS ORE SRI08 WEIOD nage ctkgtitsgtd ep ote nnd oitiina hase aimee Tepes $979, 000 $1, 065, 000 
TEE IE on cn odo ancosancedso=naencdnebaasae tebiheneenitacr ne —832, 150 —905, 250 

oe Siiicitdeledindhdiien nlastipiinnicntiegbiiaté Lee ee oe 146, 850 159, 750 
Less estimated allowance for putting in class......-. itatuintachthing aun Matas —200, 000 —200, 000 

Patebarbeein53.. 25. ees Ss ds.. ci Kiced oa Linehan walelbcs peed dak «is Us alg ee an ed ied a lb a 

Depreciation at 65 percent: 7 

Statutory sales price. --_- ae can une mae pile tinned kionunbaaseata aan 979, 000 1, 065, 000 
Less depreciation icles i deugewcowtdusiakn Davee e a tummarne ee —636, 350 —692, 250 
Less estimated allowance for putting in class.................-...-.--..-.-- — 200, 000 — 200, 000 

Sales price........-...---- Bee a oes ne EE ae aa | 142, 650 172, 750 


The capital investment by the purchaser in each vessel is obtained by adding the 
estimated cost ($200,000) of placing the vessel in class to the indicated sales 
prices. 

We have been informed that the estimated scrap and salvage value of such 
vessels is $190,000 in the domestic market and about $340,000 in the foreign 
market. 

While we believe the bill contemplates the use of the vessels by the purchaser 
for not more than 5 years, or until the purchaser has recovered his cost differen- 
tial on the new vessel, whichever is the longer, section 5 of the bill is subject to 
the construction that the Government may exercise its repurchase option “not 
later than 5 years from the date transferred,” even though precluded from exer- 
cising such option by virtue of the purchaser’s failure to recover his cost 
differential within that period. Under such a construction, and if for any 
reason the Government fails to repurchase within the 5-year period, the pur- 
chasers could sell the vessels at tremendous profits unless their market and 
scrap values experienced a drastic drop from present levels. Also, if after the 
5-year period the Government purchased or requisitioned such vessels for emer- 
gency purposes, it undoubtedly would be required to pay many times the pur- 
chaser’s investments as just compensation, under section 902 of the Merchant 
Marine Act, 1936. 

Section 5 of the bill would obligate the purchaser to new vessel construction 
“as promptly as facilities are available” but makes no provision as to how and 
by whom it shall be determined when facilities are available. 

The bill does not specify what action is to be taken in the event that the 
purchaser does not or cannot undertake construction of new vessels, particularly 
with respect to the disposition of the profits from the operation of the vessels to 
be sold. The memorandum which accompanied the bill at the time it was 
introduced stated that if sufficient profits cannot be made to account for the 
construction-cost differential, that is a risk assumed by the purchasers. In this 
connection it may be appropriate to consider whether a performance bond should 
be required to assure the construction of the new vessels. 

Section 2 of the bill would authorize the war-built vessels and the new vessels 
to be used in “unsubsidized United States-flag operation”; such operation may 
be either in domestic or foreign trade. Line 5, page 1, refers to the use of new 
vessels in the “international trade of the United States.” It is suggested that 
these provisions be conformed in order to resolve any doubts as to whether the 
vessels may engaged in domestic trade without recoupment by the Government 
of any portion of the construction-differential subsidy, as would be required 
under title V of the 1936 act. 

No provision is made for the method of payment by the operators for the 
war-built vessels. 
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In summary, while the stated objective of 8S. 24038 is to provide for the use of 
Government assets (in lieu of direct construction-differential subsidies) as a 
means of encouraging the construction of new vessels for unsubsidized United 
States-flag operation, its provisions may result in considerably greater financial 
assistance than is presently authorized in the 1936 act for that purpose and 
without a reasonable guaranty that the objectives will be accomplished. 

Accordingly, we recommend against favorable consideration of S. 2403 in its 
present form. 

A separate report is being furnished on the other bill enclosed with your 
letter of June 28. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


DEPARTMENT OF STATE, 
Washington, August 15, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR SENATOR MAGNUSON: Reference is made to your letter of June 28, 1957, 
inviting the comments of the Department of State on 8S. 2403, a bill to authorize 
the Secretary of Commerce to transfer war-built merchant vessels to American 
citizens, to encourage construction of new dry-cargo vessels in American ship- 
yards for American-flag operation, and for other purposes. An interim acknowl- 
edgment of your letter was made by the Department on July 1, 1957. 

The Department of State perceives no substantial foreign-policy implications 
in this bill, and accordingly has no comment to offer regarding the desirability 
of the enactment of 8S. 2403. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
JouNn 8. HoGHLANp IT, 
Acting Assistant Secretary for Congressional Relations 
(For the Acting Secretary of State). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 5, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DeEaR Mr. CHAIRMAN: Your letter of July 15, 1957, acknowledged July 16, re- 
quested our comments on two bills, including Senate Joint Resolution 120, 85th 
Congress, entitled “Joint resolution to authorize the sale of a certain number of 
merchant-type vessels to French citizens.” 

The sales prices of the Liberty (HC2-S—Cl1) type vessels, as established under 
the Merchant Ship Sales Act of 1946, as amended, would be their floor price of 
$544,506 each. The estimated average cost to put such a vessel from the reserve 
fleet in operating condition is $175,000. Current market values are estimated 
at $700,000 for United States registry, $825,000 for foreign registry, restricted 
world trading, and $1 million for foreign registry, unrestricted world trading. 
We know of no basis for ascertaining the market value of such a vessel when 
subjected to the trading limitations and the right of repurchase by the Govern- 
ment, as provided in the bill. 

We presume the provision in section 4 (e) that the selected vessels be from 
among those in the reserve fleet “requiring average repair and reactivation” is 
intended to preclude both those vessels which are presently in an operating 
condition and those which have extensive war or other damages. If our pre- 
sumption is correct, the total cost to the purchasers will be approximately $719,506 
($544,506 plus $175,000) for each vessel. 

It is not clear under section 4 (c), in event of a breach of the agreement 
required by section 2, whether it is intended that the Secretary of Commerce 
repossess the vessels as a forfeiture or at a price, and, if the latter, at what 
amount; it appears that the purchaser should agree to redeliver the vessels to a 
United States port in event of breach to facilitate the exercise of the right of 
seizure. 
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We suggest that the words “at whatever port is designated by him” be inserted 
between the words “Commerce” and “immediately” on line 2, page 4 of the bill, 
to resolve any doubt as to the purchasers’ obligations in that regard. 

In recent legislation authorizing the sale of war-built vessels to foreign 
countries or citizens thereof the Congress has restricted the vessels to the 
domestic trade of the purchasing country, either permanently or for an express 
period of time. Compare Public Law 496, approved July 15, 1954 (68 Stat. 481) 
and Public Law 114, approved June 30, 1955 (69 Stat. 217). While the third 
paragraph of the preamble expresses an intent to prohibit the operation of the 
vessels in competition with American-flag vessels, section 2 would authorize 
their use for certain imports to United States gulf and Pacific-coast ports and 
for exports from United States ports. It appears to us that the use of the vessels 
in accordance with section 2 of the bill could result in competition directly or 
indirectly with the American merchant marine. 

Other matters that the Congress may wish to consider are: 

1. A prior determination that there are no similar vessels offered and avail- 
able for sale by American citizens at prices and on terms as favorable as 
those in the resolution. 

2. Provision that all restrictions and conditions shall run with the titles 
to the vessels. 

38. Authorization for the Secretary of Commerce to impose such other con- 
ditions as he may consider necessary to carry out the provisions of the joint 
resolution. 

The decision as to whether vessels in the reserve fleet should be sold to 
foreign citizens and whether such sales will have an adverse effect upon the 
American merchant marine is a matter of national policy for determination by 
the Congress. Accordingly, aside from the foregoing analysis and comments, 
we make no recommendation with respect to the enactment of Senate Joint Reso- 
lution 120. 

A separate report is being furnished on the other bill (S. 2540) enclosed with 
your letter of July 15. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 1, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHAIRMAN: Your letter of July 15, 1957, acknowledged July 16, 
requested our comments on three bills, including Senate Joint Resolution 121, 
85th Congress, entitled “Joint resolution to authorize the sale of a Liberty-type 
vessel to the George Steamship Corp.” 

The resolution specifies a Liberty-type ship. There are various ships in the 
reserve fleet which are modifications of the basic hC2—-S—C1 oil-burning dry- 
cargo Liberty ship: these ships include tankers and coal-burning dry-cargo 
ships. We presume that the resolution contemplates an EC2—S—Cl1 vessel. 

Inasmuch as the sales price under the Merchant Ship Sales Act of 1946 of a 
Liberty is $544,506 (the floor price), that figure will be the maximum sales 
price which the Secretary of Commerce can establish for the vessel. Current 
market values of such vessels, in class, are estimated at $700,000 for United 
States registry, $825,000 for foreign registry, restricted world trading, and 
$1 million for foreign registry, unrestricted world trading. In this connection, 
it is noted that the bill imposes no trading restrictions on the purchaser. Thus, 
at a maximum sales price of $544,506 plus an estimated repair cost (if re- 
quired) of $175,000, the extent of the bargain to the purchaser is readily appar- 
ent, even without considering the benefit available through a mortgage for 75 
percent of the sales price at 34% percent per annum. 

In recent legislation authorizing the sale of war-built vessels to either citizens 
or aliens the selection of ships was made by the Congress or at the discretion 
of the Secretary of Commerce. The terms of the proposed joint resolution are 
more favorable because the purchaser could select a vessel in operating con- 
dition ; such a vessel would not require repair work in United States shipyards, 
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the estimated average cost of which is currently $175,000. Also, it appears that 
such a transfer to a foreign flag in the absence of any specific benefit to our 
national interest would not be consonant with Maritime’s policy not to permit 
transfers out except in consideration of substantial new building or recon- 
struction in American shipyards. 

Since the joint resolution places no restrictions upon the operations of the 
ship after transfer, she could not only compete with American-flag ships but 
also engage in trade prohibited to such vessels. In the sale of vessels to Brazil 
(Public Law 496, approved July 15, 1954, 68 Stat. 481) the ships were perma- 
nently restricted to the coastwise trade of Brazil, and in the sale to the Philijp- 
pines (Public Law 114, approved June 30, 1954, 69 Stat. 217) the restriction to 
domestic trade ran for 10 years. 

We suggest that consideration be given to making provisions for— 

1. Terms of sale which shall in no event be more favorable than those applicable 
in the case of sales to citizens of the United States. In this connection, it is 
noted that no limit is placed upon the period for payment of any unpaid balance 
of the purchase price. 

2. Consultation with the Secretary of State and the Secretary of Defense 
prior to sale. , 

3. Flag or flags to which the vessel could be transferred. 

4. All restrictions to run with the title to the ship. 

5. Availability to the United States for use in an emergency. 

6. Performance of repair work to American Bureau of Shipping standards 
in the United States shipyards. 

7. Authorization of the Secretary of Commerce to prescribe other terms and 
conditions as he may consider necessary. 

The sale of a reserve fleet vessel to a foreign corporation is a matter of policy 
for determination by the Congress; however, in view of the foregoing analysis, 
we recommend against favorable consideration of Senate Joint Resolution 121 in 
its present form. 

Separate reports are being furnished on the other two bills enclosed with your 
letter of July 15. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


DEPARTMENT OF STATE, 
Washington, August 15, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear SENATOR MaGnuson: Reference is made to your letter of July 15, 1957, 
requesting the comments of the Department of State on Senate Joint Resolu- 
tion 121, a bill to authorize the sale of a Liberty-type vessel to the George 
Steamship Corp. Interim acknowledgment of this letter was made on July 16, 
1957. 

The proposed legislation would authorize the sale of one Liberty-type vessel 
to a Panamanian company, the George Steamship Corp. No restrictions as to 
the operation of the vessel are imposed. The character of the Liberty-type 
vessel makes it suitable for long-range voyages on the high seas. 

The Department of State has no evidence that Panama is inadequately served 
at present by cargo vessels comparable to the vessel under discussion, and hence 
that the proposed sale would alleviate a basic economic deficiency of Panama. 
Indeed, there is nothing in the bill to indicate that the vessel would operate to 
or from any port in the Republic of Panama. 

For these reasons the Department is unable to perceive that the sale proposed 
by Senate Joint Resolution 121 would further the national interests of the United 
States and therefore cannot favor its enactment. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
JoHn S. HoGHLaNn Il, 
Acting Assistant Secretary for Congressional Relations 
(For the Acting Secretary of State). 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 19, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CHAIRMAN: Your letter of July 26, 1957, acknowledged July 29, 
requested our comments on two bills, including Senate Joint Resolution 129, 
85th Congress, entitled “Joint resolution to authorize the sale of a certain num- 
ber of merchant-type vessels to the Government of the Republic of Korea for 
use in the domestic and foreign trade of such country.” 

The bill would authorize the Secretary of Commerce to sell, after consultation 
with the Secretary of State and the Secretary of Defense, and within 12 months 
from its enactment, not more than 10 Liberty-type vessels from the reserve fleet, 
on an as-is, where-is basis, to the Korean Government, at prices determined by 
the Maritime Administrator to represent reasonable and fair market values, but 
not less than those which would be established under the Merchant Ship Sales 
Act of 1946. The type of vessel specified in the bill is “EC2—S—C-1,” which 
we presume is intended to represent the standard dry-cargo Liberty ship, 
“BC2-S-Cl1.” The purchaser would have the sole right to select the vessels 
and would be required to make downpayment of at least 25 percent of the sales 
price, the balance to be secured by a mortgage at 34% percent per annum for not 
more than 10 years. 

The price that would be established under the Merchant Ship Sales Act of 1946 
is the floor price, or $544,506, for a Liberty. Current market values are esti- 
mated at $750,000 for United States registry, $900,000 for foreign registry, re- 
stricted world trading, and $1,000,000 for foreign registry, unrestricted world 
trading. The current average cost of placing an inactive vessel from the reserve 
fleet in class in an American yard, according to the standards of the American 
Bureau of Shipping, is estimated at $185,000. 

In recent legislation authorizing the sale of war-built vessels to citizens or 
aliens the selection of ships was made by the Congress or at the discretion of 
the Secretary of Commerce. Senate Joint Resolution 129 is more liberal in this 
respect, since the vessels are to be selected by the purchaser and undoubtedly 
would result in the purchasers selecting vessels which will require a minimum 
cost, or possibly no cost, to place the vessels in operating condition. In those 
circumstances, the where-is, as-is provision presents little, if any, financial burden 
upon the purchasers. 

The only recent sale of war-built vessels to Korea was of 8 C-1-N-AV1-type 
coastal dry-cargo ships under section 132 (b) of the Mutual Security Act of 
1954; the ships were sold at floor prices and put in class by the United States 
before delivery. 

Since the joint resolution places no restrictions upon the operations of the 
ships after transfer, the vessels to be sold could not only compete with American- 
flag ships but also engage in trade prohibited to such vessels. In the sale of 
vessels to Brazil (Public Law 496, approved July 15, 1954, 68 Stat. 481) the 
ships were permanently restricted to the coastwise trade of Brazil; and in the 
sale to the Philippines (Public Law 114, approved June 30, 1955, 69 Stat. 217) 
the restriction to domestic trade ran for 10 years. 

We suggest that the Congress consider making provision for— 

1. Trading restrictions, both as to competition with American ships and as 
to trades prohibited to American ships. 

2. Any restrictions imposed to run with titles to the ships. 

3. Availability of ships to United States in time of emergency at the higher 
of scrap value, or depreciated sales price plus depreciated cost of capital improve- 
ments. 

4. Authorizing the Secretary of Commerce to include such other terms and con- 
ditions as he may consider necessary. 

Aside from the foregoing suggestions and comments, the subject of the resolu- 
tion is a matter of national policy for determination by the Congress, and we 
accordingly make no recommendation as to its enactment. 

A separate report is being made on 8, 2642, enclosed with your letter of July 26. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 








oO OTC STEED 


opr ramen ane Saas 


i 
{ 
Ri 
rt 
eI 
i 
i 
DY 
; 


332 SALE OF SHIPS FROM RESERVE FLEET 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 19, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHAIRMAN: Your letter of July 26, 1957, acknowledged July 29, re- 
quested any comments we may care to offer on two bills, including 8S. 2642, 85th 
Congress, entitled “A bill to authorize the sale of a certain number of merchant- 
type vessels to citizens of or the Government of Cuba.” 

The bill would authorize the Secretary of Commerce to sell, after consultation 
with the Secretary of State and the Secretary of Defense, and within 12 months 
from its enactment, not more than 4 Liberty-type vessels from the reserve fleet 
to citizens of or the Government of Cuba on an as-is, where-is basis at prices 
determined by the Maritime Administrator to represent reasonable fair market 
values, but not in excess of the prices that would be established under the 
Merchant Ship Sales Act of 1946. The type of vessel specified in the bill is 
“HC2-S-C-1,” which we presume is intended to be “EC2-S-Cl” (standard dry- 
cargo Liberty vessel). The vessels would be selected by the purchasers with 
the prior approval of the Maritime Administrator and repair work necessary 
to place them in class would be done in an American yard. The vessels would 
remain available for requisition by the United States and subject to the provi- 
sions of section 902 of the Merchant Marine Act, 1936, as amended. A down- 
payment of at least 25 percent would be required, the balance to be secured 
by a preferred mortgage, with interest at 3% percent per annum. 

The price which would be established under the Merchant Ship Sales Act, 
1946, would be the floor price, which would be $544,506 for a Liberty. Current 
market values are estimated at $750,000 for United States registry, $900,000 
for foreign registry, restricted world trading, and $1 million for foreign registry, 
unrestricted world trading. The current average cost of placing an inactive 
ship from the reserve fleet in class in an American yard, according to the 
standards of the American Bureau of Shipping, is estimated at $185,000. 

In recent legislation authorizing the sale of war-built vessels to citizens or 
aliens the selection of ships was made by the Congress or at the discretion of 
the Secretary of Commerce. The terms of the proposed bill are more favorable 
in this respect because the purchaser could select a vessel in operating condi- 
tion; such a vessel might not require any repair work to place it in class. While 
the selection of vessels is subject to the prior approval of the Maritime Admin- 
istrator, it is not clear on what basis the Administrator would reject a selection 
by the purchasers. 

In determining the prices under section 4 of the bill, the Maritime Adminis- 
trator is directed to consider age, condition, and “limited field of operation 
allowed under the terms of the sale.” No operational limitations are provided 
under the terms of the bill and it appears desirable to state whatever limitations 
are contemplated if the vessels are not to compete with American-flag ships or 
engage in trade prohibited to such ships. In the sale of vessels to Brazil (Public 
Law 496, approved July 15, 1954, 68 Stat. 481), the ships were permanently 
restricted to the coastwise trade of Brazil, and in the sale of ships to the 
Philippines (Public Law 114, authorized June 30, 1955, 69 Stat. 217), the re- 
striction to domestic trade ran for 10 years. Public Law 496, supra, also provided 
that the terms of payment on unpaid balances should in no event be more favor- 
able than those applicable in the case of sales to citizens of the United States; 
we suggest that similar terms be considered for S. 2642. 

Paragraph 2 of section 2 of the bill provides for emergency requisitioning of 
the vessels by the United States and payment therefore under section 902, 
Merchant Marine Act, 1936, as amended. Under this provision the owners would 
receive “just compensation,” unenhanced by the causes necessitating the taking. 
The Brazil sale was not subject to this restriction. On the other hand, recent 
legislation authorizing sales of war-built vessels to American citizens has limited 
their recovery for requisitioned vessels to the higher of scrap, or depreciated 
sales price plus the depreciated cost of capital improvements (see Public Law 
938, approved August 3, 1956, 70 Stat. 957). 

We also suggest that consideration be given to making provision for— 

1. The flag or flags to which the vessels may be transferred upon sale by the 
United States. 
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2. A prior determination that there are no similar vessels offered and avail- 
able for sale by American citizens at prices and on terms as favorable as those 
in the bill. 

8. All restrictions to run with the titles to the ships. 

4. Authorizing the Secretary of Commerce to prescribe such other terms and 
conditions as he may consider necessary. 

Aside from the foregoing suggestions and comments, the subject of the bill 
is a matter of national policy for determination by the Congress and we make 
no recommendation with respect to its enactment. 

A separate report is being furnished on Senate Joint Resolution 129, enclosed 
with your letter of July 26. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 





DEPARTMENT OF STATE, 
Washington, August 20, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear SENATOR MAGNUSON: Reference is made to your letter of July 26, 1957, 
inviting the views of the Department of State on S. 2642, a bill to authorize the 
sale of a certain number of merchant-type vessels to citizens of or the Government 
of Cuba. Interim acknowledgement of your letter was made on July 29, 1957. 

The proposed legislation would authorize the sale of not more than four 
Liberty-type vessels ; no restrictions are placed on the operation of these ships. 

While there would be an immediate economic advantage to the Government of 
Cuba or to its citizens in the purchase of the above-mentioned vessels at far below 
the world market price, such would be true of any other country to which sales 
were made under similar conditions. The Department of State has no indica- 
tion that Cuba is inadequately served by liners or tramps comparable to the 
vessels under consideration, and hence that a need exists for additional ships. 

For this reason the Department is unable to perceive that the sale proposed by 
S. 2642 would further the national interests of the United States and therefore 
cannot favor its enactment. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
JoHN 8S. HoGHLanp II, 
Acting Assistant Secretary for Congressional Relations 
(For the Secretary of State). 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
OFFICE OF LEGISLATIVE LIAISON, 
Washington, D. C., September 13, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Your request for comment on S. 2642, a bill to au- 
thorize the sale of a certain number of merchant-type vessels to citizens of or 
the Government of Cuba, has been assigned to this Department by the Secretary 
of Defense for the preparation of a report thereon expressing the views of the 
Department of Defense. 

This bill would authorize the sale to the Government of Cuba, or to citizens 
of Cuba, of not more than four Liberty-type (EC2—S—C1) vessels. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond 
the control of the United States in time of emergency unless such sale is offset 
by new construction. Because of the existence of a general deficit of dry-cargo 
eapability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered that 
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it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, how- 
ever, that in certain instances there will be overriding reasons of foreign policy 
which will make it expedient to sell certain vessels of the national defense 
reserve fleet to certain traditionally friendly foreign nations or allies. In such 
instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet, provided, of 
course, that proper safeguards are incorporated to insure that such vessels 
would be available to the United States upon request in time of emergency. 
In order to maintain the reserve fleet at its highest possible level of readiness 
and yet to comply with the requirements of foreign policy, it would be more 
desirable to consider all requests for vessels at once rather than by piecemeal 
legislation. To accomplish this purpose, it is recommended that in lieu of this 
bill general legislation be enacted, authorizing the Secretary of Commerce to sell 
vessels from the national defense reserve fleet after approval by the Secretary 
of State and the Secretary of Defense. For the foregoing reasons the Depart- 
ment of the Navy, on behalf of the Department of Defense, opposes the enact- 
ment of S. 2642. 

This report has been coordinated within the Department of Defense in ac 
cordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Buerau of the Budget 
that there is no objection to the submission of this report on S. 2642 to the 
Congress. 

Sincerely yours, 
BE. C. STEPHAN, 
Rear Admiral, United States Navy, Chief of Legislative Liaison, 
(For the Secretary of the Navy). 


(The following letters and statements were received subsequent to 
the hearings on these bills:) 


Pactric AMERICAN STEAMSHIP ASSOCIATION, 
Washington, D. C., July 26, 1957. 
Re sale of vessels to foreign nationals. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. O. 


Dear MR. CHAIRMAN: On June 11, 1957, in hearings chaired by Senator Bible, 
our association testified in opposition to the general principle of sales of reserve- 
fleet vessels to foreign nationals. In partial substantiation of that position, we 
referred to what we considered a distortion of the intent of Congress in a pre- 
vious enactment of this kind; namely, the sale of vessels to Philippine citizens, 
Public Law 114, 84th Congress. That law required any vessels sold to Philippine 
citizens be used exclusively in interisland commerce, except with the approval 
of the Secretary of Commerce. The Secretary, for reasons of his own, chose 
to waive that interisland limitation, and permitted the vessels to be used in 
foreign commerce. No consultation with Congress or the industry took place 
prior to granting this waiver. Senator Potter pointed out that the same ques- 
tion had been raised with the representative of Maritime Administration and 
that the Secretary of Commerce had been invited to present his side of the story 
for the record. 

I would presume that the Secretary of Commerce has since presented his 
views to the committee. However, it seems fitting and proper that the facts 
in the case, as they appear to us, should likewise be placed in the record and 
this is the purpose of my letter. 

In testimony before the House Merchant Marine Committee in 1954 on the 
Philippine sales legislation, our association stated: 

“Tt is our contention that the restriction for interisland use * * * should be 
an unequivocal prohibition and should not be subject to the discretion of the 
Secretary of Commerce. We suggest this for the reason that machinery whereby 
the approval of the Secretary would be granted does not specifically include the 
requirement that the American-flag operators be given on opportunity to express 
its views prior to (a waiver of the interisland restriction ).” 
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Subsequent to that testimony, a letter was filed with the Merchant Murine 
Committee by our association on April 5, 1955, urging restrictions be placed in 
the legislation so as to (1) insure employment of the vessels in interisland 
trade for a stipulated period of time; (2) sales to be at the Ship Sales Act 
statutory price; and (3) that preference for purchase be granted to Philippine 
companies who were already operating the vessels in interisland trade under 
charter. 

Throughout both the House and Senate report leading up to Public Law 114, 
numerous references are made to the need for the legislation in order to per- 
petuate the interisland commerce of the Philippines. Further it was noted the 
two purchasing companies were Philippine citizens “who suffered losses of their 
interisland tonnage in the interest of allied war effort, etc.” 

A letter from the Secretary of Commerce himself dated May 6, 1956, included 
in Senate Report 358 states: 

“The employment of these vessels in the interisland commerce of the Republic 
of Philippines has certain advantages to the commerce of the United States by 
reason of their service to the United States-flag services * * *.” 

The Philippine Government, in an aide memoirs to our State Department sup- 
porting the sales legislation (hearings, S. J. Res. 72, June 3, 1958, p. 38), based its 
case largely on the rehabilitation of interisland commerce, and said: 

“To a country like the Philippines with its over 7,000 islands, the interisland 
shipping system constitutes the arteries of its commerce and trade and provides 
the means of communication and passage for the population, as well as for the 
migratory movement to nonpopulated areas. Ninety-nine percent of the imports 
of the Philippines enter through three principal ports, whence they are dis- 
tributed throughout the rest of the islands by means of the interisland shipping 
system. Eighty-five percent of Philippine exports are first collected by coastal 
boats from outlying islands and placed at four ports of exit for shipment abroad. 
The Senate Committee on Interstate and Foreign Commerce very aptly observed 
that ‘The interisland services in the Philippines must be likened to our railroads, 
rather than be compared with the general conception of shipping; the “states” 
of the Philippines are islands.’ ” 

In elaboration of this concept, steamship industry representatives testified 
in both House and Senate hearings that they viewed the sale of these vessels for 
interisland commerce as necessary feeder services from Philippine outports in 
conjunction with the foreign trade of the Philippines. 

None of the advocates of the legislation ever mentioned their desires to use 
the vessels in foreign trades. Yet, in the sales negotiations which followed 
enactment, at least one of the two Philippine purchasers pressured the Secretary 
to waive the intercoastal limitation and permit them to enter the more profitable 
foreign trade, to the deteriment of both their own internal communication needs 
and the needs of United States Philippines commerce for feeder service from 
outports. 

There are serious questions in our minds as to how the feeder service concept, 
and its essentiality to internal commerce in the Philippines, can be carried: out 
when the ships in question are operating in foreign trades. As we see it, the 
very purpose of, and congressional intent in, selling these ships for the inter- 
island commerce has been abdicated by means of the waiver. It should raise 
questions now in the minds of Members of Congress as to (1) what is the true 
end use of vessels being sought, and (2) how effective is the control which is 
placed on sales of United States owned vessels to foreign nationals. 

We freely grant that the Secretary of Commerce in selling the vessels for use 
in the interisland commerce of the Philippines had a measure of authority to 
waiver. However, the record was clear that the industry and interested Mem- 
bers of Congress fully expected to be consulted on the matter before any waiver 
was granted. 

It is important to note the following chronology of events relating to industry 
notification of the intended waiver in the sales contract by the Secretary of 
Commerce : 

1. On Friday, June 29, 1956, word was received by this association from un- 
official sources that the contract of sale pursuant to Public Law 114 might include 
a waiver of the interisland restriction and that vessels would be permitted to 
trade in Asiatic foreign waters. 
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2. On July 3, 1956, this association sent a lengthy telegram to the Secretary 
of Commerce signed by Mr. R. E. Mayer, president, urging the Secretary not 
to grant any such waiver without explaining its necessity to the industry. It 
reminded the Secretary of the legislative history which would indicate the 
obligation for such consultation. In that telegram we requested the Depart- 
ment of Commerce to take no action without a formal hearing. 

8. Also on July 3, 1956, a joint telegram signed by Mr. Purdon of the Committee 
of American Steamship Lines, Mr. Shapiro of the American Merchant Marine 
Institute and myself for Pacific American Steamship Association, requesting a 
conference with the industry prior to any action by the Secretary waiving the 
interisland restriction. 

4. Replies to both the July 3 telegrams were not received by the industry 
associations until July 18, 1956. In that reply telegram, the Secretary of Com- 
merce stated that the decision to sell the vessels had been made shortly prior 
to June 30, 1956, which was a legal deadline for action. In other words, even 
on the day the industry learned of the impending waiver in the sale contract, the 
decision had already been made, 

5. Subsequent to the Secretary’s reply, a meeting was held on July 26, 1956 
with industry representatives and Mr. Walter Williams, Under Secretary of 
Commerce. At this meeting the industry protested the granting of the waiver 
without having had an opportunity to express its views, but learned that there 
was little or nothing that could be done about it at that time, since the action 
had been taken nearly a month prior. 

If the industry is now reluctant to support legislation to sell vessels to foreign 
nations, even with restrictions to coastal commerce, perhaps we could be for- 
given in light of the experience of the Philippine ship sales legislation 

Very truly yours, 
RavpaH B. Dewey, Vice President. 





PAcIFIC AMERICAN STEAMSHIP ASSOCIATION, 
Washington, D. C., July 19, 1957. 
Re ship sales bills. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: In a hearing on June 11 before your committee, with 
Mr. Bible in the chair, I testified in opposition to the various ship sales pro- 
posals, both foreign and domestic. This testimony was by direction of the board 
of directors of our association, which is comprised of the major American-flag 
vessel operators on the Pacific coast. 

In that same testimony, I supported the statement of American Merchant 
Marine Institute, which went into detail on each bill and developed the practical 
inconsistencies and inequities inherent in each proposal. 

In subsequent hearings on July 2 and 3, other ship sales proposals were up for 
hearing, and while we did not offer our views on this latter group of bills, we 
wish at this time to express our continued opposition to the principle of opening 
up the reserve fleet for bargain-basement purchases by foreign interests. We 
also are opposed to wholesale sales to American interests at bargain rates. 
Nothing could do more to undermine the morale of the merchant marine than 
to put cheap tonnage in competition with existing private United States owners. 
We wonder why any owner would build a new ship at seven or eight million 
dollars, if he can simply go to Congress and get authority to buy a secondhand 
one from the Government at a fraction of the cost. At the very least we question 
the precedent of letting one company buy ships at war surplus prices to operate 
in competition with other companies that are operating tonnage purchased at to- 
day’s open-market prices. One of these proposals, S. 2241, would favor one west 
coast line by letting it buy coastal vessels at 40 cents on the dollar to compete 
with recently purchased tonnage of another west coast operator at 100-cent 
dollars, privately financed. One of the fundamental precepts of our whole 
merchant marine policy is to avoid governmental subsidization of purchases or 
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operation of United States vessels to compete with nonsubsidized, privately 
financed vessels. 

Having reviewed our position briefly, permit me to submit herewith our answer 
to a question Senator Bible asked of me in the June 11 hearing—namely, what 
position our association might have as to the Maritime Administration proposed 
bill (submitted for committee consideration on June 10) to grant them the au- 
thority to sell on an as-is, where-is basis warbuilt vessels to friendly nations, or 
shipowners, for coastwise trade of that nation, provided the defense of the 
United States doesn’t require their retention in the reserve fleet. Sales would be 
at world market value, paid in full at time of sale. Recapture of the vessels for 
emergency use by the United States in the event of war would be provided. 

At the outset, it must be freely granted that the Maritime Administration bill 
corrects one basic objection to the various sales bills by requiring sales at world 
market price. This would most probably discourage many applicants, although 
not all of them. 

The restriction of the sales to use in the coastwise trade is also a step in the 
direction of limiting the sales. It also avoids, to a degree, the objection of com- 
petition with United States-flag ships, but not entirely. The question still re- 
mains as to whether or not the coastwise vessel would displace an existing 
coastwise vessel which would then be free to enter the foreign trades in com- 
petition with United States-flag vessels. Perhaps section (3) of the bill would 
mitigate this problem by not permitting transfers where to do so would adversely 
affect the United States merchant marine. However, it is unclear from a read- 
ing of section (3) as to whether or not this would empower the Maritime Admin- 
istration to refuse a sale where existing coastwise vessels of an applicant could 
be relieved of coastal service and enter foreign trades. 

A further safeguard in the Maritime proposal is that in the event of emer- 
gency, the United States can retrieve the ship at fair compensation. 

Finally, the bill seeks to put a time limit of 1 year after enactment during 
which any and all would-be purchasers can make application. This avoids one 
of the serious foreign policy problems with which the Congress is faced should 
they pass separate sales acts—namely, favoritism of one foreign national over a 
competing foreign national. In my testimony, I suggested that the Congress, by 
passing separate, special-interest bills on grounds of “foreign economic aid” 
could very easily cause more foreign-policy questions than they were seeking to 
solve. 

The bill also sets 2 years after enactment as the deadline for consummating 
the sales. This puts finality on the whole program so that after 2 years the 
American merchant marine can know where it stands and can proceed to take 
steps to replace its vessels to meet foreign competition. Certainly, during the 
2-year period the American owners will be uncertain of what effect the sales 
will have upon their operations. 

We find a serious omission from the Maritime bill; namely, provision for a 
public hearing at which all of the factors which enter into a sales agreement can 
be made known, and at which interested American, or other shipowners can 
intervene and state their objections. Only in this way could the American 
shipping industry be certain that sales made under the Maritime bill are not 
detrimental to them. 

We would also find serious objections to any reference in such legislation to 
preferred position as to ship types, or otherwise, of any nation or citizen 
corporation thereof, as to sales of vessels. The naming of any country, or of 
any foreign corporation, or any other description which requires consideration 
by Maritime of special interest, would be most unfortunate, extremely unwise, 
and would jeopardize the impartiality envisioned in the Maritime bill. 

Our observations on the Maritime Administration bill bring us to this con- 
clusion. It is a sincere attempt to correct some of the objections voiced in the 
hearings by the American shipping industry. But it still is unacceptable in its 
basic premise. It reopens ship sales to foreign nationals which have been closed 
since 1948 and for good reason. It puts Maritime Administration in the 
improbable, if not impossible role of worldwide policeman to see to it that the 
vessels don’t get outside the coastal trade of their country. There will certainly 
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be requests for waivers of the coastal limitation. If not granted, the ships 
will quite possibly do it anyway. What then? How does the United States 
Government step into the sovereign territory of another country and seize its 
property for noncompliance of contract? Some very recent history should be 
example enough in this regard, when it is recalled that the United States Govern- 
ment was only able to seize certain Ship Sales Act tankers, whose owners were in 
violation of their contract, at the time these vessels happend to be in United States 
ports. In the Maritime bill, where sales prices are paid in full at time of 
transfer, and where operation will be outside the United States, how, we ask, 
can the policing be effective? 

At very best, the Maritime measure is a compromise, and full of improbables. 
Perhaps by amendment these problems can be corrected and clarified. But in 
the absence of a better showing than was made by proponents of the sales bills 
at the hearings, we remain unconvinced of the necessity for the Maritime bill, 
or any legislation opening up the reserve fleet for unknown foreign beneficiaries, 
and are opposed to further sales to foreign nations or nationals at this time. 

We respectfully request that this letter be made a part of the hearing record 
on the ship sales bills. 

Very truly yours, 
Ratpu B. Dewey, Vice President. 





AFL-CIO MARITIME COMMITTEE, 
Washington, D. C., June 19, 1947. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR MAGNUSON: During last week I attended the hearings on bills 
which, if adpoted, would provide for the sale of Government-owned, war-built 
vessels. We did not ask to testify on these bills because in our general state- 
ment we go into the overall merchant-marine policy of the United States, 
including the effective-control concept, growth of runaway flag fleets, Govern- 
ment encouragement of transfer foreign, United States shipbuilding based on 
transfer foreign, threat of United States transfer policies to foreign maritime 
nations, size and composition of the United States merchant marine, and the 
United States national defense reesrve fleet. Our testimony, which we hope 
to be able to deliver at an early date before your committee, is in effect a review 
of the misadministration of the maritime policies of the United States which 
Congress so wisely has adopted. 

At no time during the hearings on these sell-foreign bills was reference made 
by the staff, the Senators sitting in hearings, or the witnesses, to the hearings 
which are being conducted on §S. 1488. In view of the fact that these are not 
only interrelated but are, in fact, the same matter, I would request that our 
testimony, which we hope to give at the first opportunity, will be made a part 
of the sell-foreign hearings, at least by reference. 

Considerable sentiment was expressed on the part of the Senators at the 
hearings on the disposal of the vessels in the laidup fleet for the adoption of a 
general bill, instead of specific bills, on which the hearings were held. The 
Maritime Administration presented a draft of a general bill when Chairman 
Morse of the Federal Maritime Board appeared before the subcommittee. Chair- 
man Morse’s bill falls far short of what is required in this connection. For 
example, Morse’s bill would not even require a hearing on the matter of sale 
to a foreign company or a government. On the other hand, your bill, 8S. 1488, 
would not permit the sale or transfer of vessels until a public hearing is held and 
certain facts determined. 

You will recall that S. 1488 was passed by the Senate a few years ago in a form 
which is very similar to your present bill. Since your bill is designed to give 
appropriate consideration to requests such as those that were before the subcom- 
mittee of which Senator Bible is chairman, and since the hearings on your bill 
already contain considerable testimony in connection with this matter, we would 
respectfully suggest that Senator Bible’s subcommittee recommend to your com- 
mittee the adoption of S. 1488 as the appropriate legislation in the matter. 

Sincerely yours, 
Hoyt S. Happock, 
Eeecutive Secretary. 
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UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
August 1, 1957. 
Hoyt §S. Happocg, 
Bxecutive Secretary, AFL-CIO Maritime Committee, 
Washington, D. 0. 

Dear Hoyt: Thank you for your letter of June 19, 1957, offering suggestions 
in connection with hearings on bills which seek to dispose of Government ships 
of the laid-up fleet to foreign nationals. The hearings to which you refer are 
before the whole committee, not a subcommittee thereof. Senator Bible has been 
kind enough to organize and sit as chairman of these hearings. 

I had intended to make the overall testimony on S. 1488, the merchant marine 
policy and administration, and hearings on the bills to sell Government ships 
foreign, part of each other by reference. When hearings are completed by Sen- 
ator Bible on this series of bills, I want to set another hearing on S. 1488 and 
the policy and administration of the act. At that hearing I am hopeful that all 
of the committee members can be present. Your testimony would be heard at 
that time. 

The committee members would have the benefit of testimony pointing up the 
relation between the sale of Government ships to foreign nationals and the whole 
maritime policy. After concluding the overall policy hearings, the committee 
will then be in a better position to reach conclusions on all bills and the adminis- 
tration of the congressional policy on maritime. There appears to be some senti- 
ment for a general bill such as 8. 1488. The committee may well conclude that 
S. 1488 is the best solution to the sale or transfer foreign problem. 

I have not answered sooner because I have been hoping that time could have 
been found earlier to complete hearings and dispose of these matters. I am 
inserting in the hearings on the ship-sale bills your letter and this reply thereto. 

Sincerely yours, 
WARREN G. Maanuson, Chairman, 


UnitTep Fruit Co., 
Washington, D. C., August 12, 1957. 

Re House Joint Resolution 370, to extend the time limit for the Secretary of Com- 

merce to sell certain war-built vessels for utilization on essential trade routes 

3 and 4. 
Hon. WARREN G. MAGNUSON, 

Chairman, Senate Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. O. 


Dear SENATOR MAGNUSON: With reference to the above resolution which we 
understand has been referred by the House to the Senate Committee on Inter- 
state and Foreign Commerce, we respectfully wish to draw to your attention 
an apparent misunderstanding which we feel should be corrected and taken into 
account while your committee is deliberating the merits of this resolution. 

In House Report No. 887, which accompanies House Joint Resolution 370, the 
following statement appears: 

“Service by American-flag vessels on these trade routes, established under the 
Merchant Marine Act of 1936, has been inadequate since about 1952, when the 
Atlantic, Gulf & West Indies Steamship Co., formerly operating over these 
routes, went out of business. Since that time the Maritime Administration has 
been seeking to interest other American operators in these important trades.” 

This statement is not in accord with the facts. Under date of June 21, 1956, 
when House Joint Resolution 632 and Senate Joint Resolution 177 (which ulti- 
mately became Public Law 938) were being considered, we addressed a letter 
to Chairman Bonner of the House Committee on Merchant Marine and Fisher- 
ies, calling his attention to the extent of the American-fiag service operated by 
the United Fruit Co. from New York and New Orleans to Cuba. As indicating 
the current service of the United Fruit Co. to Cuba, I would call attention to 
the fact that for the 32 weeks of 1957, beginning in January and running 
through August 10, the United Fruit Co. had a total of 45 sailings of American- 
flag vessels from New York to Cuban ports. During the same period of 32 weeks 
the United Fruit Co. had a total of 34 American-flag sailings from New Orleans 
to Cuban ports. 

Under date of June 21, 1956, a similar letter was addressed to Mr. Clarence 
G. Morse, Chairman of the Federal Maritime Board: and on July 3, 1956, a 
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letter was also written to Senator Potter, calling attention to our American- 
flag services to Cuba. Said services have been in continuous operation for 
many years, and we reiterate our contention that American-flag service to Cuba 
is entirely adequate for present traffic to that country. 

We sincerely hope you will take this into account while your committee is 
deliberating the above-mentioned resolution. 

Respectfully yours, 
JASPER S. BAKER. 


Moniiz, Aa., July 29, 1957. 
Re Senate Resolution 121. 
Senator WARREN MAGNUSON, 
Chairman, Interstate Commerce Committee, Washington, D. C. 
(Attention: Mr. A. J. Bourbon.) 


Dear Sir: At the request of Senator John Sparkman I enclose herewith per- 
tinent information concerning the purchase of a Liberty ship by George Steam- 
ship Corp. The facts stated herein are within the writer’s personal knowledge 
and therefore I feel at liberty to submit them over my own signature. 

Mr. Alex Gounares of 1211 Government Street, Mobile, Ala., is an American 
citizen approximately 60 years of age. He has been a client of the writer for 
many years. He was born in Greece and came to the United States shortly after 
World War I and became a naturalized citizen of the United State in the early 
1920’s. For a number of years he operated a small restaurant in Mobile, Ala., 
and then initiated in Mobile the first outdoor drivein theater in the mid 1930's. 
This was a successful operation and he followed it by acquiring and owning 
three large and up-to-date theaters which flourished throughout the war and 
until the advent of television in this area. When television came into reach of 
all, he discontinued two of the theaters and leased out the third. 

During World War II Mr. Gounares was extremely active in connection with 
purchase of war bonds in substantial amounts and was an outstanding citizen 
in all fields of war effort work. For many years he has done business with 
the First National Bank of Mobile and is one of the most highly regarded busi- 
nhessmen in this community with an outstanding reputation for civic pride, 
loyalty, generosity, and kindness. 

Prior to World War II, Mr. Gounares had a brother, Petros Gounares, living 
in Greece who was himself the owner of several ships. When the Germans 
invaded Greece his brother’s ships were seized or sunk and he himself was 
put in a concentration camp. The indescribable sufferings of the people of Greece 
are well known without further elaboration from me. Capt. Petros Gounares 
endured his full share of those sufferings. 

When the war ended my client Alex Gounares was desirous of attempting 
to aid his brother Petros to rehabilitate himself. The writer with the aid of our 
Alabama Senators and Congressmen was able to get Capt. Petros Gounares 
out of the Mediterranean and brought him to the United States. It was the 
design of Alex Gounares at that time to purchase a ship and to turn its operation 
over to his brother Capt. Petros Gounares in order that Captain Petros could 
become selfsupporting. When ships became available, again with the aid of the 
Alabama Senators and Congressmen we tendered bids on several vessels. 
Finally our efforts were successful and with a bid of $231,611 we purchased the 
steamship William R. Gibson (X-West Segovia, official No. 21852). The pur- 
chase of the vessel was completed with approval of the purchase by Mr. Gounares 
and transfer of the same to Panamanian registry and flag by the Maritime 
Administration, transfer No. C-4844 issued by the Maritime Administration 
January 6, 1947. 

It had been a condition of the bids made by us that the buyer be allowed to 
transfer the vessel to Panamanian registry and flag. The actual bill of sale 
of the vessel was executed January 20, 1947, and by that instrument the United 
States Maritime Administration transferred the William R. Gibson to Alex 
Gounares. The vessel had a burden of 5,701 gross and 3,513 net tons. When the 
transfer of the vessel was in process Mr. Gounares, on my advice, was referred 
to attorneys more experienced in matters of a maritime nature than I. Un- 
known to me those attorneys caused to be formed an American corporation, 
Gounares Bros., Inc., an Alabama corporation. The vessel was transferred 
by Alex Gounares to the corporation which upon formation had its stock dis- 
tributed between Alex Gounares, his wife, Olga Gounares, his brother Petros 
Gounares and his brother Harry Gounares. The flag of the vessel was changed 
to Panamanian although the vessel was owned by the American corporation 
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domiciled at Mobile. The vessel itself was of the old Hog Island type design. 
At the time she was transferred to Pan American registry and flag (February 
7, 1947) shipping was on the decline. The vessel was a steam screw built in 
1919 at Portland, Oreg., having a length of 409.8 feet. For a number of years 
the vessel was operated by the American corporation under Panamanian registry 
and flag with Capt. Petros Gounares as the captain of the vessel. 

In view of the restrictions on the corporation in the United States and the 
structure of the tax laws of the United States in 1951 the vessel was trans- 
ferred by Gounares Bros., Inc., to George Steamship Corp., Panama, R. P. It 
bad become economically impossible for the American corporation to continue to 
own and operate the vessel. In 1951, the Korean conflict having caused the 
President to invoke certain emergency powers, Gounares Bros., Inc., made appli- 
cation to the Maritime Administration for permission to transfer the vessel from 
the American company to the corporation to be formed in Panama, the George 
Steamship Corp. The Maritime Administration, after consideration and advice 
from the interested departments, gave permission to transfer the vessel to the 
Panamanian corporation upon the following general conditions : 

(a) That the Gounares Bros., Inc., and the George Steamship Corp. post with 
the Maritime Administration bonds or cash in the amount of $50,000. This $50,000 
was deposited in cash with the Maritime Administration and remains on deposit. 
The deposit guarantees that both the seller and buyer agree that, for the dura- 
tion of the national emergency proclaimed by the President December 15, 1950, 
there will be no change in ownership or registry without the prior approval of 
the Maritime Administration. 

(b) That the vessel shall if requested by the United States be sold or chartered 
to the United States on the same terms and conditions upon which vessels owned 
by citizens of the United States could be requisitioned as provided in section 902 
of the Merchant Marine Act of 1936. 

(c) That the vessel not engage in operations prohibited to United States-flag 
vessels. under Department of Commerce Transportation Orders T-1 or T-2, 
or of any modification thereof, so long as they remain in force. 

The ‘vessel was transferred pursuant to Maritime Administration approval of 
the transfer. This approval was given February 8, 1952, pursuant to applica- 
tion dated December 15, 1951. The vessel was immediately transferred to the 

‘anamanian company and has been operated by it continuously since that time. 
There have been no forfeitures whatever or violations of the conditions of the 
transfer at any time and the $50,000 deposit remains in full force with the 
United States Maritime Administration. 

The George Steamship Corp., was organized by the firm of Tapia & Ricord, 
attorneys, Panama, Republic of Panama, at our request. Members of that firm 
constitute the officers and directors of the corporation. The charter of the cor- 
poration expressly provides that the directors may not act and the officers may 
no act without the consent in writing of the owner of the majority of the capital 
stock of the corporation. Mr. Alex Gounares owns in excess of 80 percent of the 
capital stock of the corporation. His brother Petros Gounares owns a small 
balance. 

Because of the great age of this vessel and the high fuel consumption as well 
as her unsatisfactory size, the vessel has become economically impossible to 
operate at a profit. The vessel for many years has been engaged in taking coal 
to South America and returning with bauxite and plies between South American 
ports and the ports of Baltimore and Mobile. If the resolution introduced by 
Mr. Sparkman at my request is adopted and sale of the Liberty ship is con- 
summated it will be operated by George Steamship Corp., governed and owned 
as indicated by me. It is contemplated that the vessel will carry bauxite from 
South American ports to Baltimore and Mobile. We have been unable to find 
any Liberty ship which could be purchased by us. It is desired that we either 
scrap the old vessel and operate the new one or to sell the old vessel and apply 
the proceeds on the purchase of a new vessel. 

The writer and Alex Gounares would like to appear before your committee at 
your convenience to give testimony in detail concerning this vessel and its pro- 
posed uses. 

Very truly yours, 
VINCENT F.. KILporN. 
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MEMORANDUM From JosePpH W. Dyk, New York, N. Y., CONCERNING SENATE 
JoIntT RESOLUTION 120 


CONSIDERATIONS OF POLICY RELATIVE TO RELEASE OF LIBERTY SHIPS FOR TRANSPORTA- 
TION OF FRENCH AUTOMOBILES FROM FRANCE TO UNITED STATES 


The within memorandum, in support of Senate Joint Resolution 120, introduced 
by the Honorable John J. Sparkman, describes the need of a French manufacturer 
for facilities to ship automobiles to the Pacific and gulf coasts of the United States 
and a financially sound solution to that need which within a period of 3 years will 
benefit the economy of the United States by some $250 million, and will simul- 
taneously allow the French economy to earn a dollar balance of more than $116,- 
900,000. 

The manufacturer is Renault (Regie Nationale des Usines Renault), largest 
producer of automotive vehicles in France. Renault is wholly owned by the 
Government of France. Its organization and methods of operation are described 
in exhibit A of this memorandum. 


THE EXISTING MARKET IN THE UNITED STATES FOR THESE AUTOMOBILES 
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American automobile dealers demand, and Renault is able and willing to supply, 
the following minimum quantities of automobiles in 1958: 18,500 for delivery by 
water from Le Havre to Pacific coast ports ; 11,000 for delivery by water from Le 
Havre to a gulf port such as Pensacola plus a quantity to Atlantic-coast ports 
(details regarding deliveries to Atlantic coast are omitted from this memoran- 
dum, as they offer no problem). Lesser, though important, quantities are in- 
volved for 1957 deliveries, especially after September 1, 1957. 

This situation has given rise to a difficulty which, though serious, is possible 
of solution. 

THE PROBLEM 


The problem resides very simply in the fact that regular shipping facilities from 
Le Havre to the west coast are nonexistent except to a very limited degree, with 
no direct American-flag service whatsoever. The maximum number of cars 
which can be carried through such facilities is 1,500 per year, leaving at least 
17,000 without a carrier in 1958. 

The problem as to gulf is that only 2,000 automobiles per year can be handled 
by regular steamship services. This leaves 9,000 automobiles in 1958 without 
transportation. 
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The total number of cars thus undeliverable is 26,000 in 1958. It is to be em- 

phasized that this figure is a minimum for 1958, and that scheduled deliveries for 
| subsequent years run higher, reaching at least double the 1958 volume by the 
year 1960. 
i Of equal importance to the shipping space itself is the need for regular and 
frequent sailings on a fixed schedule. It is an accepted fact in the automotive 
i industry that the finished product must be moved from the factory and into the 
channels of retail trade as soon as it leaves the assembly lines. This is due not 
only to the acres of storage grounds which would otherwise be required, but also 
to the fact that the cars must arrive expeditiously at the premises of the retail 
dealers in a predetermined rhythm corresponding to their allocations. For in- 
stance, commencing as of January 1, 1958, cars must be shipped to the Pacific 
coast dealers at the rate of 1,000 every 3 weeks. Consequently, tramp vessels on 
irregular schedules, even if available (which they are not), could not provide 
the necessary service. And, as already stated, the ships sailing on regular sched- 
ules can carry only an insignificant portion of the total automobiles. 


THE ECONOMIC FACTOR: ITS DIRECT AND INDIRECT SIGNIFICANCE 


The figures in the present section of this memorandum are based, not on hopes, 
but on a market actually in existence. Virtually every automobile presently 
imported is sold before it even reaches the United States. Moreover, the figures 
are conservative, since they are based only on the following minimum volume of 
importations : 


1958 : 
Automobiles imported at Pacific-coast ports.__........._.__.___.__-__ 18, 500 
Automobiles imported at gulf-coast ports__._..-......-..---_______ 11, 000 

1959: 
Automobiles imported at Pacific-coast ports___..___.__-_-_________ 27, 750 
Automobiles imported at gulf-coast ports_.____.________-____-_-___ 16, 500 

1960 : 
Automobiles imported at Pacific-coast ports___.______.___._._-_.----~ 37, 000 
Automobiles imported at gulf-coast ports______--_____---_--________ 22, 000 
FO ab ih ian cing httpipek thst wine tsedbigntindbhibbpeaabtabinscpetililpa an 132, 750 


As previously explained, existing regular services are capable of transporting 
annually only 1,500 cars to the Pacific coast and 2,000 to the gulf, making 3,500 
per year altogether. Consequently, the number of automobiles without trans- 
portation is 122,250. 

Based upon the retail price of the most popular model (medium priced) in- 
clusive of local sales tax at 3 percent in the American community where sold, 
the selling price of the 122,250 automobiles above mentioned would be in excess 
of $211 million. Collateral taxes, such as automobile registration fees and toll- 
road fees, and followup sales involving items such as gasoline, oil, tires, and 
maintenance will enlarge the $211 million by many millions. Nondelivery of the 
automobiles to the United States would cause this commerce to be lost. 

A breakdown of the $211 million provides interesting statistics. If the auto- 
mobiles cannot be delivered to the United States— 

The United States Federal Government will not collect customs duties 
and excise taxes amounting to $23,500,000. 

Local American communities will not collect sales taxes of $6,100,000. 

The United States distributors and dealers (now numbering 375) will not 
earn $64,300,000, much of which would be paid out for wages and salaries, 
social security, income end property taxes, and improvements to plant and 
equipment. 

Stevedoring earnings and customs brokerage fees of at least $2,600,000 
will not be received in the United States. 

The French economy will not earn dollar balances of $116,900,000. 

At the present juncture, when France is in extreme need of dollar balances, 
it would be unthinkable to admit a deprivation of earnings amounting to $116,- 
900,000 where the only difficulty is absence of shipping space. 
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Comparison with the dollar-producing volume of other products exported from 
France to the United States shows the unique importance of the automobiles: 


Dollar volume of the 4 principal products exported from France to the United 








States 
| Projected 
1955 1956 | minimum 
| | annual aver- 
| age, 1958-60 
Ph ais ts aati waste Meds 5s Bec, 
Product of largest volume: Renault automobiles which cannot 
be exported due to lack of shipping facilities__..............- a $38, 967, 000 
Product of 2d largest volume: Steel products_...........-..--- ~ $16, 359, 000 $31, 948, 000 |... Seakp 


Product of 3d largest volume: Wines, champagnes, and liquors 
Product of 4th largest volume: Works of art and antiques__--- a 13, 145, 000 





| 
19, 479, COO 22, 223, 000 
10, 785, 000 











Despite the very considerable advancement of her industrialization since 
World War II, France is reputed in the United States principally for the 
deluxe articles associated with her name during past generations. Articles such 
as perfumery and fancy leather handbags, however, produce more prestige than 
dollar balances (perfumery in 1955, $5,537,000; leather handbags in 1955, $1,283,- 
000). A reasonably balanced trade in the modern world requires accent on 
products of a different type. In her distinctively small automobiles, France 
has found an industrial dollar producer capable of making a substantial con- 
tribution toward the solution of her dollar-balance crisis. It is axiomatic that 
a stronger French balance of outside currencies is important to the United States 
and the whole free world. France must not be foreclosed from the now-open 
opportunity to earn dollar balances of magnitude with her automobiles when 
all she needs are ships—ships for which she is ready and willing to pay. 

To deny her this opportunity would mean to deny ourselves the benefit of 
a healthier ally, and, moreover, to deny ourselves direct benefits far superior 
even to the gain of France. This matter, viewed as a whole, affords a perfect 
illustration of the benefits of two-way trade. It is a recognized fact that the 
importation of the French cars is not objectionable to the American automotive 
industry. The French cars are very much smaller than the Chevrolet, Ford, 
and Plymouth, of a type separate and distinct from the American product. Their 
sale is not in replacement of sales of American-made cars, as experience indi- 
cates that the buyers are not persons who would otherwise be in the market for 
new or used American-type automobiles, The sale of the small French cars is a 
“plus” business in the United States. We are speaking, therefore, of a product 
not detrimental to American manufacturers, which in the space of 3 short years 
would bring considerably more than $211 million into commerce (probably as 
much as $250 million) ; and which at the same time would increase the French 
dollar balance by more than $116,900,000. Furthermore, as shown by experience 
this $116,900,000 would be respent by France in the United States. We have 
seen above how the rest of the automobile retail price, collateral taxes, and ex- 
penditures for followup sales go direct into the American economy. Thus, to the 
United States itself this matter involves a potential benefit of some quarter of a 
billion dollars in fresh business and taxes which can easily be obtained by sale 
of the ships referred to in this memorandum. 


A BASIC REASON WHY A REGULAR OPERATOR CANNOT BE FOUND TO CARRY AUTOMOBILES 
AT RATES WHICH THE AUTOMOBILE IMPORTER CAN AFFORD TO PAY 


Automobiles, especially in large quantities, are a poor and unwanted cargo 
for steamship companies, as they are bulky but comparatively light in weight. 
A regular carrier can afford to accept a few in combination with other types 
of cargo. However, to fill the ship with nothing but automobiles, as is essential 
for the importer in the present case, would mean operating at a loss. 


METHOD OF SOLVING THE PROBLEM 


The only means of solving the problem is to arrange shipping facilities outside 
of the existing limited regular services. It is well known that automobile manu- 
facturers of other European countries have also found this to be the only means 
of serving the United States market. 
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ATTEMPTS WHICH HAVE BEEN MADE TO ESTABLISH THE SPECIAL SHIPPING FACILITIES 
FOR FRENCH AUTOMOBILES 


The supplemental special service will be practical only if the cost of transpor- 
tation is at the current conference rates or lower. 

The retail price of the Renault Dauphine which of course is affected by freight 
costs is already $1,695 on the Pacific coast as compared with $1,595 for its 
principal competitor, the Volkswagen. 

The cost of transportation per car from French dock at Le Havre to Pacific 
coast dock, based on the going conference rate, is $153. 

After months of research internationally, it now is evident that the only way 
to achieve the economically practicable, consistent and dependable transportation 
required is to purchase, as below indicated, Liberty ships from the Maritime 
Administration at the statutory floor price of the act of 1946, such ships to be 
operated for the primary purpose of carrying the automobiles. 

The research just mentioned has been a continuing one over a period of 
months, and has been revised continuously to correspond with current condi- 
tions. As of May 1957, the best quotation received from outside the United 
States for the sale to us of Liberty ships (unrestricted, foreign flag) was 
$1,300,000. At that price, our cost of transporting automobiles from Le Havre 
to California ports would be $283 per car. We have also obtained quotations 
from outside the United States for the chartering to us of foreign-flag Liberty 
ships. At the best charter hire rate quoted in May 1957, the cost of transporting 
the automobiles would be $276 per car. These costs—$283 in the case of pur- 
chased ships and $276 in the case of chartered ships—are far in excess of the 
conference rate of $153 from Le Havre to the Pacifict coast. 

Some question having recently been raised concerning the latest status of the 
shipping market, an independent study of the services operated by American 
steamship lines was made within past weeks. 

The results of the current study have confirmed the accuracy of the previous 
studies. 

The American lines have stated categorically that it is and will be impossible 
for them to devote their regular services to the transportation of automobiles. 
We have found a willingness on the part of one American line to charter ships for 
our purpose and operate them under foreign flag. 

The cost of such transportation, however, before inclusion of any profit to 
the operating line, would vary between $333 and $220 per automobile depending 
upon several factors. The price of $220 is dependent upon all cars being boxed 
for shipment. Boxing involves an extra cost of $60 per automobile. Therefore, 
under the most favorable of the prices (the actual cost over and above the con- 
ference rate would be $127 per car plus an undetermined profit to the operator. 


SPECIAL CONDITIONS UNDER WHICH THE SHIPS PURCHASED FROM THE MARITIME 
ADMINISTRATION WOULD BE OPERATED 


We are fully aware of the principle that ships broken out of the reserve fleet 
must not be used to the detriment of the United States privately owned merchant 
marine. 

We are prepared to adhere to this principle. 

We propose that the bill authorizing the sale of the Liberty ships include the 
following provisions: 

That the ships be sold to a French company created for that purpose; 

That the French company be required to obtain prior approval of the 
Maritime Administration if at any future time it wishes to transfer owner- 
ship to any third party ; 

That the cargo be confined exclusively to French-made automobiles on 
the run from Europe to the gulf and Pacific coasts of the United States: 

That no general cargo originating in any United States port be carried 
on the return to Europe, but with the prior approval of the Maritime 
Administrator, cargoes of a bulk nature may be transported; 

That the ships be permitted, on their return to Europe, to call only at 
ports specified in the bill (such ports to be those not presently served 
by the United States merchant marine) and to carry the cargo loaded at 
such ports only to such ports of destination (presumably these would be 
ports of Western Burope) as are designated in the bill; 

The limitations in the previous paragraph to be subject to change only 
with prior approval of the Maritime Administrator ; 

94693—57——_23 
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The ships to be subject to repurchase by the Maritime Administration 
in case (@) of any breach of the above conditions, or (b) of national 
emergency ; 

The repair, outfitting, and any conversion to be done in United States 
shipyards. 

Under the above unusually severe restrictions as to use, no detriment will be 
suffered by any American steamship operator. 


DESCRIPTION AND PRICE OF LIBERTY SHIPS 


Classification : HC2—-S-C1. Bale cubic: 500,000. 

Length overall: 441 feet 6 inches. Machinery: Steam reciprocating. 
Beam: 58 feet 10% inches. Service speed: 10-11 knots. 
Draft: 27 feet 7 inches. Number of passengers: None. 
Deadweight tonnage: 10,800. Number of crew: 36—40. 


Gross tonnage: 7,170. 


The costs and price of the ships as published in the Rules and Regulations of 
the Maritime Administration (General Order 60) are as follows: 


Mistieentel went aw ot Jams 3; 10tr ee Ss $1, 278, 000 
I Ee eee ee a wane 1, 728, 590 
Statutery sales price (unadjusted). .o- 2-2... ---.----------- 639, 000 
I ae i eee eben em eme 544, 506 


It is understood that as of March 31, 1957, there were 1,377 Liberty ships in 
the reserve fleet, of which 92 were ships requiring high repair and reactivation 
expenses; 845 were ships requiring average repair and reactivation expenses ; 
440 were ships requiring minimum repair and reactivation expenses. 

We propose that the ships, for use as per this memorandum, be assigned out 
of the 845 requiring average repair and reactivation expenses. These ships, as 
previously indicated, would be delivered to us on “as is and where is” basis. 
American shipyards would be engaged by us to perform the repairs and out- 
fitting necessary for their reactivation and conversion into vessels suitably 
adapted to carriage of a maximum number of automobiles. We would contract 
for this work to be performed as soon and as rapidly as possible consistent with 
quality of workmanship. It appears that the summer period immediately ahead 
of us should be the most convenient time for the shipyards to do this work. 

The word “modification” might be more exact than “conversion” in describing 
the desired alteration of the ships. We propose only to install additional “false” 
decks in the interior so as to create the greatest possible number of levels on 
which unboxed automobiles may be loaded. These would be folding decks, easily 
removable. Consequently, if the Maritime Administrator is ever obliged to re- 
call the ships, they will be suitable for all needs the same as at present, and 
in fact will be more versatile than they are now. 

Our plans for the modification have been fully prepared. We are ready now 
to negotiate contracts with the American shipyards. 

All calculations and projections in this memorandum are based upon our 
purchase of the ships at the statutory floor price as published under the act 
of 1946, of $544,506 per ship. We will be required to invest a substantial addi- 
tional amount for reactivation and modification. 

At this cost of acquisition, including reactivation and modification, the total 
investment compares favorably with the original cost of construction properly 
depreciated. The Liberty ships of the reserve fleet were valued for sales pur- 
poses at a maximum of $639,000 and at a floor price of $544,506 in 1946, a price 
then considered fair. The useful life span of such ships is estimated to be 20 
years. Eleven years have elapsed since the price maximum of $639,000 was 
deemed fair. Depreciation since 1946 is considerable. We believe that a price 
of $544,506 today would represent a just return to the Maritime Administration. 

The collateral benefit to the United States at such price would be unquestion- 
ably great, particularly in view of the fact that at the proposed sale price the 
United States Government would suffer no actual dollar loss nor give any dollar 
assistance. We ask neither subsidy nor special favor of any kind. What we 
propose, and what we want, is a strictly commercial arrangement. 

Due to the economics of the situation, it would be impractical for the auto- 
mobile manufacturer to buy ships at the world price applicable to ships in serv- 
ice. However, sale of the mothball ships by the Maritime Administration at the 
statutory floor price of 1946 would produce the very large profit to American 
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businessmen and the very large return in taxes to the Treasury Department and 
American local taxing units which have already been described in detail in this 
memorandum. The profit will be earned and the taxes collected only if the 
ships are sold. The difference between the statutory floor price of ships which 
are not in operation and the world price for 10 ships in service is insignificant 
in comparison with the gross income of some $250 million which will be earned 
in the United States if the ships are sold. 

Also, without dollar loss to the United States, here is a unique and one-time 
opportunity to enable France to earn millions of dollars which in turn will 
be spent to buy an equal amount of American goods and services and to aid in the 
creation of better economic relations between our two great countries. 

Further, the public relations value both in the United States and France would 
be tremendous. 

NUMBER OF SHIPS 


The number of Liberty ships necessary for the above is 10. Two of such ships 
are urgently needed for service commencing September 1957. The balance are 
needed for service commencing as quickly as possible but not later than January 
1958, 


PAYMENT FOR SHIPS 


We propose to pay for the ships in full in dollars at the time of purchase. 
Financing, if any, would not involve installment payments to the Maritime 
Administration. 


i ExHIsiT A 


ATTACHED TO MEMORANDUM CONCERNING PURCHASE OF LIBERTY SHIPS FOR TRANS- 
PORTATION OF FRENCH AUTOMOBILES TO UNITED STATES 


DESCRIPTION OF AUTOMOBILE MANUFACTURER 


The French manufacturer referred to in the memorandum is Régie Nationale 
des Usines Renault (hereinafter called Renault). 


Description of Renault 


Renault is Government owned by the Republic of France. Its assets are held 
by the Government outright rather than through the medium of corporate shares 
of stock. 

Though state owned, Renault has retained most of the essential features of 
private enterprise. It is financially autonomous and is not entitled to receive 
any subsidy from its owner. The ordinance which transferred the ownership of 

the concern to the French state made it clear that Renault was to preserve a 
: character of industrial competition, and provided that when fresh capital was 
i needed—for the production of a new model, the purchase of land, the erection 
| of a plant, the renovation of the equipment, or any other purpose—the funds 
were to be procured by procedure usual to private enterprise, that is to say, 
with the assistance of bank credit and the possibility of borrowing money from 
the public by issuance of bonds which, it should be pointed out, are not guaran- 
teed by the Government. Renault thus receives no special privilege whatever, 
and no money from the state. 
| Renault pays exactly the same rates and taxes (160 billion francs from 1945 
through 1956) as would be paid by any private company with a similar turnover. 


Labor relations 


The basic contract of September 15, 1955, between Renault and the labor 
unions representing its employees provides for a high level of wages and for 
automatic wage movements based on standard-of-living indexes in France. The 
contract also provides for many fringe benefits. The basic contract, first of its 
kind to be made in France, has served as a model in French industry. 

The result of the contract, and of supplemental arrangements, has been mate- 
rially to improve the standard of living of the employees. For example, French 
industrial workers, generally speaking, have in years past been able to own no 
more than bicycles or motorcycles. Many Renault workers, however—each year 
in greater numbers—own automobiles. They are the vanguard of a vital new 
movement in Europe. 

Modern machine tools offer extensive labor-saving possibilities but there still 
exists a large demand for skilled and competent workmen, for the manufacture, 
repair, and maintenance of standard or special equipment. 
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Renault has a very thorough educational program, especially concerning the 
training of the apprentices. From 500 to 600 boys attend 24 various technical 
courses at the apprentice school under the supervision of 70 teachers and 
instructors. 

The apprentices who are given the best marks and pass successfully a special 
examination have an opportunity of being awarded a scholarship that will enable 
them to graduate at certain national technical institutes or colleges. 

Together with the technical side of the business, human problems have been 
approached by the management with a real desire to improve both the working 
conditions and the welfare of the personnel. Special attention has naturally 
been paid to accident prevention and in all sections of the plant where work might 
be dangerous or insalubrious, safety devices of numerous types have been in- 
stalled at the cost of several hundred million franes to safeguard the workmen 
against accident or sickness. 

Twenty physicians, assisted by sixty nurses and a specialized clerical staff 
attend to the medical supervision and care of the employees. 

Hach new applicant for a position with Renault undergoes a thorough medical 
examination before being engaged. By means of a series of psychological and 
mechanical tests, the psychotechnical section then decides which job will best 
suit the applicant according to his physical and intellecutual capacities. 

The social welfare department, with the cooperation of an elected plant com- 
mittee (a legal institution in France for all concerns employing at least 100 
people) was founded for the benefit of the employees and their families. It is 
in charge of various activities such as the canteens (which provide 12,000 lunches 
daily), 2 day nurseries, a children’s corner with accommodation for 200 children, 
a rest home for convalescent employees, holiday camps for 1,500 boys and girls, 
a financial aid fund, etc. 

Moreover, Renault has undertaken to provide lodging facilities for its em- 
ployees, more particularly in the vicinity of sites where new production units 
were created and when it was found necessary to transfer personnel from the 
main plant to decentralize factories. For instance, at Flins and in neighboring 
villages, lodging accommodation for many hundreds of families have been com- 
pleted. These achievements are only part of a much larger housing program 
in development. 

One result of the above policies is that the labor turnover (including depar- 
tures for military training) is less than 6 percent. More than 80 percent of all 
personnel have been with the company more than 5 years. Nearly 20 percent 
have been with the company between 20 and 30 years. 


Management 


The management is composed of a president-general manager and a board of 
directors (called Conseil d’Administration) consisting of 15 members. 

The president-general manager is nominated by the Minister of Industrial 
Production upon recommendation of the Minister of National Economy, and is 
voted into office by the Council of the French Republic. 

The directors, each representing a special aspect of the business, are desig- 
nated by members of the French Cabinet or other persons or groups, as follows: 

Two directors designated by the Minister of Industrial Production, one of 
such directors being charged with the functions of vice president; 

One director designated by the Minister of National Economy ; 

One director designated by the Minister of Finance; 

One director designated by the Minister of Public Works and Transporta- 
tion ; : 

One director designated by the Minister of Labor and Social Security ; 

One director designated by the Minister of War; 

Two directors designated by mutual agreement of the Minister of Indus- 
trial Production and the Minister of Public Works and Transportation, to 
represent users of automotive vehicles; 

Three directors representing the Renault workers; 

One director representing the Renault office personnel and foremen; 

Two directors representing the Renault engineering staff and department 
heads. 

The representatives of the Renault personnel are selected by the Minister 
of Industrial Production from the delegates of such personnel serving on a joint 
employer-employee committee of the Renault organization. 

The president and members of the board of directors of Renault at the present 
time are: 

President: M.. Pierre Dreyfus. 








DI 


A 


Th a oe et ot 


ee 





SALE OF SHIPS FROM RESERVE FLEET 349 


Directors: MM. Marvel Wiriath, Louis Dufau-Peres, Pierre Masselin, Pierre 
Bois, Fernand Paulhac, Andre Rumpler, Jean Richard-Deshais, Ph. Livry-Level, 
Fernand Galbiati, Roger Collette, Raoul Bourdin, Robert Lucente, Louis Maurin, 
Maurice Havard. 


Location of factories 


Renault is a vertically integrated manufacturer, owning directly or through 
subsidiaries not only the factories for the manufacture of the ultimate products 
but also plants such as steel-rolling mills, foundries, and so on where the pre- 
liminary steps of production occur. 

The principal factories for production of automobiles such as those exported 
to the United States are located at Billancourt, a suburb of Paris, and at Flins, 
some 30 miles out of Paris toward Le Havre. 

The plant at Flins, built in 1950-51 and enlarged thereafter is perhaps the 
most modern of its kind in the world. 

A new wing devoted to production of the Dauphine automobile, the latest 
model to be placed in full-scale production by Renault, is seen in the lower part 
of the following photograph : 





Exursit B 


ATTACHED TO MEMORANDUM CONCERNING PURCHASE OF LIBERTY SHIPS FOR TRANS- 
PORTATION OF FRENCH AUTOMOBILES TO UNITED STATES 


DESCRIPTION OF DISTRIBUTORS AND DEALERS OF THE FRENCH AUTOMOBILES IN THE 
UNITED STATES 


Due to dynamic public demand for the Renault automobiles since the intro- 
duction of the Dauphine model in the latter part of 1956, the number of author- 
ized dealers is expanding, literally daily. 

Authorized dealers are now located in 46 States as well as in the District 
of Columbia, Alaska, and Puerto Rico. 

So rapid is their growth in number that any list of dealers becomes incom- 
plete within a day after publication. The dealers as of June 28, 1957, were 
as follows: 

RENAULT DISTRIBUTORS AND DEALERS, UNITED STATES 
Alabama 


Anniston: Rufus Holley Used Cars. 

Birmingham : Ted Cook Motors, 23d and 6th, Southside. 

Dothan: McBrayer Motor Co., South Oates Street. 

Florence : McIntyre Import Motors, 215 West College Street. 
Huntsville : Rocket City Motors, Box 715. 

Mobile: Jarrard Foreign & Sport Car Center, 606 Government Street. 
Montgomery : C. E. Pitts Motor Co., 215 Molton Street. 

Selma : Driggers Motor Co., across Pettis Bridge. 
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Alaska 


Anchorage : New & Used Auto Sales, 4th Avenue and A Street, Box 17038. 
Douglas : John B. Dawson, Post Office Box 37. 


Arizona 
Phoenix : Stallings Imported Cars, 915 North Central Avenue. 
Arkansas 


Camden: Lindsay Bros. Motor Co., 422 East Van Buren. 
Little Rock : Herbert Jones Nash Co., 1101 West Capitol Avenue. 


California 


Anaheim: Southland Motors, 11042 U. 8S. Highway 101. 
Burbank: Burbank Sports Car Center, 507 South San Fernando Road. 
Culver City : Continental Car Imports, 8750 Washington Boulevard. 
Kureka : Frank Diering Imported Cars. 
Fresno : Frank J. Sanders Co., 3000 East Tulare Street. 
Glendale: J. Lail, 1260 South Brand Boulevard. 
La Jolla: Sunset Motors, 543 Pearl Street. 
Long Beach: 

John Green Corp., 6030 Wilshire Boulevard.* 

D. & EB. Import Auto Service & Sales, 516 Hast Anaheim Street. 
Los Angeles : 

Imperial Motor Co., 3001 Crenshaw Boulevard. 

Lail Bros., 1422 South La Cienega. 

Mitchell & Pauli, 4661 West Slauson. 

Noll Auto Co., 4801 North Figueroa Street. 

Savin & Sons, 312 South Soto Street. 

World Wide Automotive Import, Inc., 1968 South Sepulveda Boulevard. 
Monrovia: Clifford T. Nutt, 245 West Foothill Boulevard. 
Oakland: John Green Corp., 1705 East 12th Street. 
Oxnard: Barlow Motor Co.. 901 West Oxnard Boulevard. 
Pasadena: Milne Bros., 1951 East Colorado Street. 
Pomona: Frank White, 1281 West Holt Avenue. 
Redondo Beach: Creighton Imported Cars, 516 North Pacific Coast Highway. 
Riverside: Al Pernett Imported Cars, 1651 Highth Street. 
Sacramento: International Motors, Ltd., 2405 Fulton Avenue. 
San Bernardino: Le Mans Motors, 681 E Street. 
San Carlos: Triumph Motors, 1580 El Camino Real. 
San Fernando: Hamer Motors Inc., 11069 Sepuliveda Boulevard. 
San Jose; Ed Fawcett, Imported Cars, 1825 San Carlos Avenue. 
Santa Rose: K. & M. Motors, 950 Santa Rosa Avenue. 
Sherman Oaks: Holiday Motors, Inc., 5015 Van Nuys Boulevard. 
Southgate: Nick Pastor: 3451 Firestone Boulevard. 
Stockton: Crown Motors Co., 1847 North Wilson Way. 
Studio City: Holiday Motors, 11647 Ventura Boulevard. 
Ventura: Barlow Motor Co., 1946-1956 East Thompson Boulevard. 
Walnut Creek: Van Horn Motors, 2244 North Main Street. 
Wilmington: Surburban Motors, 465 East Anaheim. 


Colorado 


Aspen: Roaring Fork Motor Co. 

Colorado Springs: Foreign Motors, Inc., 1608 South Nevada Avenue. 
Denver : Sports Cars, Inc., 1300 Lincoln. 

Durango: French Hardware, Inc., 742 Main Avenue. 

Pueblo: Foreign Motors, Ltd., 326 West Eighth Street. 


Connecticut 


Cos Cob: Rowland Motors, Inc., 69-73 Post Road. 
Cornwall Bridge: Taconic International Motors. 
Danbury: Transportation Inc., 82 West Street. 
Guilford: Guilford Motor Co., 23 Boston Street. 
Hartford: Tereddy Motors, 49 Park Street. 

Lakeville: Hamzy’s Garage Foreign Cars Sales Service. 
Manchester: L. & L. Motors, 634 Center Street. 


1 Distributor. 
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Connecticut—Continued 

Meriden : Meriden Motor Sales, Inc., 285 West Main Street. 
New Haven: Gimbel Motors, Renault of New Haven, 101 Whalley Avenue. 
Newington: W. T. Jackson, Inc., 1097 Main Street. 

New Milford : Walter G. Southworth, Inc., Route 7. 

North Stonington: North Stonington Garage. 

Norwich : Card McDonald Motor, Inc., 410 Main Street. 
Old Saybrook: Turnpike Motor Sales, Boston Post Road. 
Stamford: Darien Imported Car Center, 320 Elm Street. 
Torrington: Cornelio Motor Sales. 

Waterbury : Chase Parkway Garage, 963 Chase Parkway. 
West Hartford: Motor Mart, Inc., 101 Park Road. 
Westport: Imported Cars of Westport, Inc., Post Road. 


District of Columbia 


Washington: 
Continental Motors, Ltd., 1401 Rhode Island Avenue NE. 
Hughes Motor Co., Maine Avenue and M Street SW. 


Florida 


Cocoa: Stivers Lincoln Mercury, 3 Forrest Avenue. 
Daytona Beach: Sunshine Motors. 
Fort Lauderdale: Imported Motors of Florida, 2609 South Federal Highway.’ 
Fort Pierce: Fort Pierce Imported Cars, 616 South 4th Street. 
Gainesville: Montgomery Pontiac, 220 Northwest 8th Avenue. 
Jacksonville: Imported Car Center, Inc., 1410 San March Boulevard. 
Lakeland: Concours Auto Imports, 1321 New Auburndale Road. 
Marianna: Cowart Motor Co., Inc., United States Highway 90 Hast. 
Miami: 
International Motor Mart, Inc., 545 Northwest 42d Avenue. 
Marshall Motors, 2100 Biscayne Boulevard. 
Al Siegel, 12460 Biscayne Boulevard. 
New Smyrna Beach: Troup Imported Cars, 117 North Orange Avenue. 
Ocala: Anton Motors, Inc., 303 North Mail Street. 
Orlando: Rehse Garage, 249 Boone Street. 
Panama City : Cowart Motor Co., Inc., Fourth and Oaks. 
Pensacola: Jarrard Motors, 913 West Garden Street.’ 
Perrine: Dorr Motors, 17401 South Federal Highway. 
Pompano Beach: Imported Motors of Florida (Pompano Beach Ltd.), 948 North 
Federal Highway. 
St. Petersburg: R. J. O’Brien, 1009 Central Avenue. 
Sarasota: 
Dave Castlemen, Inc., 300 North Washington Boulevard. 
Cutler Motors. 
Tallahassee: Auto Imports, Box 3113. 
Tampa: Florida Sports Car Center, 1700 Florida Avenue. 
West Palm Beach: Bruce W. Strong, Inc., 1700 North Dixie Highway. 


Georgia 
Athens: Dooley Motor Co., Inc., 14 North Thomas Street. 
Atlanta: 

Import Motors, Ltd., 117 Ponce de Leon. 

Southeastern Sports Car Center, 500 West Peachtree Street Northwest. 
Augusta: Broome Motors, 12th and Reynolds Streets. 
Columbus: L. & M. Motor Co., Victory Drive and Lumpkin Road. 
Gainesville: Duncan Motor Co. 

Macon: Smith & Son Import Motors, 604 Pine Street. 
Savannah: Sports & Foreign Car Centre, 5 East Perry Street. 
Illinois 

Alton: Cordes Motor Co., 2350 State Street. 

Barrington : Bender-Rieger, Inc., 117 North Cook Street. 
Belleville : Oliver C. Joseph, Inc., 223 West Main Street. 
Champaign: Miles M. Spencer Garage, 16 Logan Street. 
Chicago: S. H. Arnolt, Inc., 2130 Lincoln Avenue.* 


1 Distributor. 
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Illinois—Continued 


Chicago Heights: Frank Hilker & Co., 801 Halsted Street. 
Danville: Smith Motor Co., 733 East Main Street. 

Dixon: Terminal Pontiac, Inc., 102 North Peoria Avenue. 
Freeport, Dale R. Fair, Box 131. 

Hinsdale: Hinsdale Import Motors, 110 Bast Ogden. 
Jacksonville: Rick’s Motor Co., 220 North West Street. 
Joliet : Joliet Imported Car Co., 118 Henderson Avenue. 
Kankakee: Jeffers & McBroom Co., 830 South Main Street. 
McHenry : Europa Motors, 405 West Elm Street. 

Rockford : Auto Continental, Inc., 4902 North Second Street. 
Streator: Soulsby Foreign Cars, 1730 North Bloomington Street. 
Wilmette: Imperial Motors, Inc., 721 Greene Bay Road. 
Wonder Lake: Europa Motors of Wonderlake, Box 93. 


Indiana 


Columbus: Hoosier Import Motors, Inc., 1830 National Road. 
Culver City : Cycle Sales & Service. 

Indianapolis : Auto Imports, Ltd., 422 North Capitol Avenue. 
Madison : Volz Chevrolet, Inc., 209 East Second Street. 

Terre Haute: Shanks Motor Co., 2122 Wabash Avenue. 
Warsaw : Hoosier International Motor Cars. 


Iowa 


Davenport : Murphy’s Foreign Cars, Inc., 325 East Second Street. 
Des Moines: Cars, Inc., 1311 Keosauqua. 
Waterloo: H & H Foreign Car Sales, 114 Edward Street. 


Kansas 


Lawrence : Winter Chevrolet Co., 738 New Hampshire Street. 
Leavenworth : Collard Chevrolet Co., Sixth at Cherokee. 
Pittsburg : Sheward Motor Co., Inc., 315 South Broadway. 

Salina : Bill Chaffee Buick, Inc., 320 North Santa Fe. 
Topeka: Dale Sharp, Inc., Van Buren at Fifth Street. 

Wichita : The Shidler Motor Co., Ninth and Broadway.* 

Winfield : Brenan Motor Co., 600 Main Street. 


Kentucky 

Louisville : Cornett International Motors, Harrods Creek. 

Maine 

Augusta : Kennebeck Motor Co., 470 Western Avenue. 

Brunswick : Ward & Wallace, Inc., Bath Road.* ! 
Lewiston : Adams Motors, Inc., 72 Park Street. i 
Orona: A. M. G. Motor Sales & Service, Main Street. 

Portland : Performance Motors, Inc., Falmouth Foreside. 

Showegan : Peoples Garage, Inc., Lakewood Road. 


Maryland 


Baltimore: Tschudy Motors, 5512 Reistertown Road. 
Wheaton : United Auto Sales, 2427 Reedie Drive. 


Massachusetts 


Boston : British Continental Motors, Inc., 32 Brighton Avenue. 
Brockton : Twin Sales Corp., 800 Crescent Street. 

Kingston : John Hamilton, Inc., 131 Main Street. 

North Attleboro: Foreign Car Center, Division Lincoln Motors, Inc., Route L. 
Seekonk : Savard Motors, Inc., 1241 Falls River Avenue. 

Watertown : Post Motors, Inc., 128 North Beacon Street. 

Michigan 

Battle Creek: Brockway Motor Sales, 791 West Van Buren. 

Benton Harbor: H. C. Bookwalter Sons, Ltd., 2225 U. S. 12. 

Grand Rapids: Performance Cars, Inc., 644 Lovett SE. 

Grosse Pointe Park: Sports Cars of Detroit, 15201 Kercheval Street. 
Kalamazoo: Celery City Motor Sales, 486 Portage. 

Lansing: Brooks Imported Motors, 5026 North Grand River. 


1 Distributor. 
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Michigan—Continued 

Monroe: Harry May & Sons, 903-909 South Monroe Street. 

Mount Morris: Eureka Distributors, 1194 East Mount Morris Road. 
Owosso: Rigoulot’s Sales, 116 South Water Street. 


' Pontiac: Foster’s Garage, 467 West Auburn. 


Saginaw: Import Motor Sales, 403 North Michigan Avenue, 
Minnesota 

Minneapolis: European Motor Cars, 2828 Dupont Avenue South. 
Mississippi 

Greenville: Delta Sales & Service, Highway 82 Hast. 
Hattiesburg: Foreign Car Department of Farrior Buick Co. 


Laurel: Dixie Auto Inc., Mason and Beacon Streets. 
Meridian: Sunshine Motors Inc., 2600 Sixth Street. 


Missouri 
Ferguson: Service Center, 803 South Florrisant Road. 
Montana 


Glendive: Culver Motor Co., 1523 North Merrill. 

Great Falls: Robert Slack, 111 Third Street South. 
Kalispell: Prestrude Motor Sales. 

Lewistown: Parrish-Horning Implement Co., 412 Broadway. 
Missoula: Bob’s Car Sales, Box 242. 


Nebraska 


Alliance: W. J. Wallis Buick, Inc., 511 West Third. 
Omaha: Loyal’s British Motors, 2204 Farnam. 
Norfolk: Shaffer Pontiac, Inc., 707 Norfolk Avenue. 


New Hampshire 


Ashland: Plant Motor Sales, Inc. 

Conway: Rand Motor Co., West Main Street. 

Manchester : Jerry’s Motor Sales, Inc., 53 D. W. Highway. 
Newmarket: Priest’s Automotive Sales & Service, 73 Exeter Street. 
Salem: Shugrue Motor Sales, South Broadway. 


New Jersey 


Atlantic City: Arthur Motors, 46 North Albany. 
Burlington: Pres Kohler Buick, Inc., 581 High Street. 
Clifton : Alwood Motors, 880 Bloomfield Avenue. 

East Orange: Bekrag Auto Sales Corp., 43 South Harrison. 
Englewood: Kingsfield Motors, 186 Engle Street. 

Franklin: Franklin Foreign Cars, Ine., North Church Road. 
Hackensack : Spreen’s Motor Sales, 458 Passaic Street. 
Haddonfield : McAllen Buick, Inc., 807 Haddon Avenue. 
Jersey City : European Motor Corp., 768 Montgomery Street. 
Mahwah: Scottish Motors, Inc., 197 Franklin Turnpike. 
Millville: R. W. Richards, North Delsea Drive. 

Montclair : Imported Motor Car Co., 34 Valley Road. 
Morristown: Auto Imports of Norris County, 95 Morris Street. 
New Milford: Leonard Motors, 409 Madison Avenue. 
Nutley : Belleville-Nutley Buick Co., 66 Washington Avenue. 
Paterson: Jack Lesnick Auto Co., 999 Market Street. 
Phillipsburg : Giroux Motor Co., Memorial Parkway. 
Plainfield: Rawson Motors, Inc., 320 Park Avenue. 
Princeton: Lahiere Garage, 15 Spring Street. 

Red Bank: Red Bank Auto Imports, 119 East Newman Spring Road. 
Ridgewood : Maple Motors Co., Inc., 599 Maple Avenue. 
Rutherford: Fortenbach Motors, 15 Union Avenue. 
Summit: Andersen Pontiac, Inc., 312 Springfield Avenue. 


New Mevico 


Albuquerque: Central Auto Exchange, 5300 Central Avenue SB. 
Carlsbad : Import Motors, 101 North Canal Street. 
Farmington: Sage Motor Co., Post Office Box 1478. 
Roswell: Robbins Motors, Inc., 205 North Virginia. 


94693—57——-24 
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New York 
Amityville: Jane Motors, Merrick Road. 
Babylon, Long Island: Auto Imports, Ltd., 115 Main Street. 
Bayside: Bayside Imported Cars, Imported Automobile Associations, Inc., 210- 
08 Northern Boulevard. 
Bethpage, Long Island: Island Auto Sales, Hempstead Turnpike. 
Brewster : Carmel-Brewster Car Sales, Routes 22 and 6. 
Bronx: 
Strans Auto Sales Corp., 1472-76 Jerome Avenue. 
Supreme Motor Corp., 582 East Fordham Road. 
Brooklyn: 
International Sports Cars, Inc., 1214 East 14th Street. 
Alvin Lee Inc., 6520 Fifth Avenue. 
Buffalo: Auto-Land Inc., 1081 Main Street. 
Carle Place, Long Island: Carle Place Auto Sales, 3027 Old Country Road. 
Catskill: Greene County Motors Corp., Route 9—-W. 
Corning: Jones Pontiac Co., Inc., 60 Centerway. 
Cuba: Laketown Auto Sales, Inc., 45 East Main Street. 
Darien: Greco Sales & Service, Route 20, Broadway. 
East Meadow, Long Island: East Meadow Motor Sales, Hempstead Turnpike. 
East Moriches, Long Island : Mark Osborn, Main Street. 
East Randolph: Lilienthal’s Speed Shop, 100 Main Street. 
Elmira: Emmic Motor Co., 2020 College Avenue. 
Endicott : Henry Carrol, Inc., 3124 East Main Street. 
Flushing: Dahlgard Buick Corp., 150-05 Northern Boulevard. 
Freeport : Thomas G. Fay, Sunrise Highway. 
Glen Falls: Gale Motors, Inc., 640 Glen Street. 
Goshen : Goshen Auto Co., 821 North Church Street. 
Great Neck : Crafcon Corp., 200 Northern Boulevard. 
Harmon: Heckman Motor Sales Co., Inc., Albany Post Road. 
Haverstraw : Performance Motors, Ltd., Route 9—-W. 
Hempstead, Long Island: Auto Imports, Ltd., 306 Main Street.’ i 
Highland: Latham Motors, Bridge Circle. i 
Highland Falls: Nicks Motor Sales, 6 Mountain Avenue. 
Huntington Station: Whitehall Auto Parts Corp., 1328 New York Avenue. 
Islip: Islip Motors, Inc., 265 East Main Street. 
Ithaca: Ripley Motor Co., 602 West Seneca Street. | 
Jamestown: Telschow Motors, 1225 Bast Second Street. 
Latham: Nemith Auto Co., Latham Traffic Circle. 
Malone: Baker’s, 191 East Main Street. 
Maryland: Morris Garage. 
Medford: Zeidler Motors, Route 112. 
Middletown: Warren’s Foreign Cars, 202-204 Wickham Avenue. 
Monticello: Broadway Auto & Tire Corp., 120 Broadway (Route 17). 
Nanuet: Coatti Service Center, 366 South Middletown Street. 
New Hyde Park: Motor Mart, Inc., 100 Hillside Avenue. 
New Rochelle: Suburban Pontiac, 361 Main Street. 
New York: 
Auto-Europe, Inc., 25 West 58th Street. 
Overseas Motors Corp., 37 West 57th Street. 
Oneida: A. F. Ryan & Sons, Inc., 127 Cedar Street. 
Ozone Park: Lantic Auto Sales Corp., 93-02 Atlantic Avenue and Woodhaven 
Boulevard. 
Pearl River: Keary’s Auto Repair, 88 South Main Street. 
Plattsburg: Jeffery Motor Sales, 25 Cornelia Street. 
Port Washington: Johnson Motors, 122 Main Street. 
Poughkeepsie: Continental Motor Imports, 307 South Avenue. 
Rochester: Churchill Motors, 110 Mount Hope Avenue. 
Rockville Centre: William J. Lynch, Inc., 150 Merrick Road. 
Rome: I. B. A., Inc., 1700 North James Street. 
Roslyn: Somerset Motors, Inc., 1047 Northern Boulevard. 
Schenectady: Bill Witbeck, Inc., 1420 Broadway. 
Seneca Falls: Cosentino Motors, 12-20 Cayuga Street. 
Setauket, Long Island: Setauket Sports Car Center, Main Street. 
Skaneateles: Cain Motor Sales, Inc.; East Genessee Street Road. 
Southampton: Seavale Motors, Inc., 50 Nugent Street. 
Spring Valley: Empire Aircraft Sales Corp., 36 South Main Street.’ 


1 Distributor. 
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Syracuse: 

Central City Sales, 2100 Grig Boulevard West. 

Enterprise Agency, Inc., 315 South Crouse Avenue. 
Tupper Lake: Taconic International Motors, 24 Church Street. 
Utica: Edmers Foreign & Sports Cars, 641 Elizabeth Street. 
Watkins Glen: Smalley’s Garage, 204-208 South Franklin Street. 
White Plains: International Motor Sales, Shamrock Motors, Inc., 19 Bast Post 

Road. 

Williamsville: Wilcox Motor Sales, Inc., 5863 Main Street. 
Woodstock: Peper’s Garage, Main Street. 
Yonkers: Cross Country Motor Corp., 766 Yonkers Avenue. 


North Carolina 


Charlotte: Paul S. Bailey, Inc., 621 West Morehead Street. 

Durham: Center Motor Co., 311 Rigsbee Avenue. 

Elizabeth City: Foreign car division of Perry Motor Co., Inec., Elizabeth and 
Martin Streets. 

Fayetteville: Garvin Bros. Automobiles, Bragg Boulevard. 

Henderson: Ellington Farm Equpiment Co., United States No. 1, North. 


North Dakota 


Bismarck: F. M. R. Electric Service, 304 Main Street. 
Minot: Nodak Auto Specialties, 1516 Second Street. 


Ohio 

Akron: Sports Cars of Akron, Inc., 1433 Copely Road. 
Brookfield: Davis Sales & Service, Box 3. 

Cincinnati: Lancett Sales & Service, 1703 Reading Road. 
Columbus: Imported Motor Car Co., 1188 West Third Avenue. 
Dayton: Hollywood Auto Accessories, Inc., 128 Warren Street. 
Lakewood: M. G. Motor Sales, 16000 Madison Avenue. 
Massillon: Stark Sports Cars, Inc., 1980 Lincoln Way East. 
Spencerville: Jack Hardesty, Inc. 

Springfield: European Motor Mart, 121 North Bell Street. 
Toledo: Ray Caldwell, Inc., 100 Main Street. 


Oklahoma 

Bartlesville: Moore Motor Co., 320 East Frank Phillips Boulevard. 
Muskogee: Denton-Easterling Motor Co., 628 West Okmulgee Street. 
Oklahoma City: Thoroughbred Car Co., 820 North Broadway. 
Tulsa: Nelson Motor Co., Eleventh and Atlanta Streets. 


Oregon 

Portland: European Motors, 1104 West Burnside. 

Salem: Richard N. Don, 3040 Liberty Road. 

Springfield: French Motor Car Sales & Service, 266 North Fifth. 


Pennsylwania 
Bethlehem: Macmullan’s Garage, 53 East Dech Street. 
Bryn Mawr: Penn Body Co., Inc., 574 Lancaster Avenue. 
Erie: A. Louis Straus, 127 East 12th Street. 
Greensburg: Olmetti Continental Cars, 5038 New Alexander Road. 
Harrisburg : Foreign Motor Sales, 436 South Cameron Street.’ 
Hollidaysburg: Laing Motors, 1400 Allegheney. 
Kutztown: Nick Ciliberti Motors, 601 Main Street. 
Langhorne: Boshouwers Motors, Inc., Foreign Cars, 6833 West Maple Avenue. 
Media: County Cars, Inc., 294 West Maple Avenue. 
Norristown: Foreign Car Center, Inc., Route 202, Germantown Pike. 
Philadelphia : 
European Car Distributors, Inec., 4626 North Broad Street. 
Haddon & Williams, Ine., 815 South 53d Street. 
State Motors, 2929 Kensington Avenue. 
Pittsburgh: Avant Corp., 1059 Freeport Road. 
Sellersville: Heldreth Garage, Maple Avenue. 
State College: Weiser Motor Co., Post Office Box 703. 


1 Distributor. 
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Pennsylwania—Continued 

Tyrone: G. C. Black Motors, Vale Bridge, Route 220. 

Washington: Horseless Carriage Sales, 57 West Strawberry Avenue. 
Windber: Pristow’s Motor Sales, 12th and Graham Streets. 

York: Logan Motors, 901 South Queen. 


Rhode Island 

Norwood: Norwood Motor Co., 13838 Post Road. 

Providence : Charles Motor Co., Inc., 488-494 North Main Street. 
Valley Falls: Paul Goldman, Inc., 241 Broad Street. 

Wyoming: F. W. Smith Equipment Co. 


South Carolina 


Darlington: Southway Motor Sales, Florence Highway. 
Greenville: Snyders Auto Sales, 854 Buncombe Street. 


South Dakota | 
Sioux Falls: Billion Motors, 301 West Ninth Street. 


Tennessee 

Chattanooga: Babcock & Kirby Pontiac Co., 3160 South Broad Street. 
Knoxville: Foreign Cars, Inc., 4434 Broadway NE. 

Memphis: E. T. Hutton Motor Co., 354 Union Avenue, 

Nashville: Jack Prewitt Motor Co., 384 Murfreesboro Road. 


Texas 

Dallas: Steerling Motors, Inc., 732 North Pearl Street.* 
El Paso: John Bull Motors, 4425 Montana Street. 

Fort Worth: Stell Automotive Clinic, 2822 West Lancaster. 

Galveston: Rudy’s Imported Motors, 5904 Avenue S. 

Harlingen: Easterling & VanTyne, 101 East Harrison. 

Houston: Sports Cars, Inc., 1701 Chartres Street. 

Lubbock: Dave Fawcett Motors, 3602 Avenue H. i 
San Antonio: Broughton Motors, 2130 Austin Highway. 

Waco: Inmon Motor Sales, 625 Franklin Street. 

Wichita Falls: Bennett Motor Co., 1309 Scott. 


Utah 
Ogden: C. Nick Baker, Inc., 1950 Washington Boulevard. 


Vermont 

Chester: Motors, Inc. 

Middlebury: Foster Motors. 

St. Johnsbury : Northern Cadillac & Buick Co., 38 Eastern Avenue. 
South Burlington: Wigwam Motors, Inc., 1277 Williston Road. 
Virginia 

Arlington: United Auto Sales, Inc., 2300 Jefferson Davis Highway. 
Norfolk: Eastern Auto Distributors, Inc., 1022 Granby Street. 
Portsmouth: Blocker Motor Co., 1489 High Street. 

Richmond: Virginia Sports Cars, Inc., 1603 Petersburg Pike. 
Rosslyn: United Auto Sales, Inc., 1906 North Moore Street. 
Warrenton: P. M. 8., 244 West Lee Street. 


Washington 

Longview: Larry D. Felts Nash Co., 1235 Vandercook Way. 

Port Angeles: Bradford’s Port Angeles Motors, 221 West First Street. 
Seattle: Glenn L. Paton, 309 Hast Pine.’ 

Spokane: Jaremko Motors, 2020 North Monroe. 

Tacoma: Foreign Car Sales, 8633 South Tacoma Way. 

Vancouver : Moulton Repair, Route 3, Box 376. 

Walla Walla: Gardner Motor Co., 308 West Main. 

Yakima: Bell-Wyman Co., 102-114 South First Street. 


2 Distributor. 
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West Virginia 

Bluefield: Clayton Motors, 1130 Bland Street. 
Clarksburg: Hart Motor Co., 520 Broadway. 

St. Albans: Bostic & Jeffries, Inc., 1806 Kanawha Terrace. 
Wheeling: Hopkins Motor Co., 430-440 National Road. 


Wisconsin 

Madison: Import Motors of Madison, 1441 West Monroe. 
Marinette: Grant Gordon, 3142 Hall Avenue. 

Milwaukee: W'isconsin Auto Sales Co., 3008 North Third Street. 
Sheboygan: Roewardt-Thomson, Inc., Eighth and Clara Avenue. 


Wyoming 
Cheyenne: Auto Associates, Sports Cars, Post Office Box 2091. 


Exursit C 


ATTACHED TO MEMORANDUM CONCERNING PURCHASE OF LIBERTY SHIPS FOR 
TRANSPORTATION OF FRENCH AUTOMOBILES TO UNITED STATES 


CORRESPONDENCE WITH AMERICAN STEAMSHIP LINES AND SHIP BROKERS 


WASHINGTON, June 14, 1957. 
AMERICAN PRESIDENT LINES, 
Washington, D.C. 

GENTLEMEN: We are in need of facilities for shipment of a minimum of 18,500 
automobiles, as described to you, from France to the west coast of the United 
States, and a minimum of 11,000 such automobiles from France to a gulf port of 
Florida such as Pensacola, at a cost no greater than the existing conference rates 
from Le Havre to such ports. It is imperative that the automobiles leave France 
regularly every 3 weeks at the rate of at least 1,000 automobiles for the west 
coats and regularly every 5 weeks at the rate of at least 1,000 automobiles for the 
gulf port. 

Will you please advise whether your company is in a position to provide such 
service and, if so, on what basis. 

Very truly yours, 
JOSEPH W. DYE. 


AMERICAN PRESIDENT LINES, 
Washington, D. C., June 19, 1957. 
Mr. Josern W. Dye, 
New York, N. Y. 


Dear Sir: This refers to your letter of June 14 setting forth your shipping 
requirements from France to the United States gulf and United States Pacific 
coasts for unboxed automobiles. 

This matter has been thoroughly discussed by our management and we regret 
to inform you that we are not in a position to offer services from Le Havre to 
any coast of the United States. 

We are interested, however, in the movement of about 125 to 150 units of the 
size described by you in our American-flag conference berth vessels from Mar- 
seille to New York on a fortnightly basis. It will be appreciated if you will 
advise this office in due course whether or not the service offered in this para- 
graph will be of interest to you. 

Very truly yours, 
GerorcE 8. HmnxIns, Jr. 


(Note.—The proposal in the third paragraph of the above letter is under con- 
sideration by Renault. But transportation to the Atlantic coast of the United 
States is outside the subject matter of this memorandum. Consequently, fur- 
ther comment on the proposal is not made in this document.) 


New York, June 15, 1957. 
STaTes MARINE LINES, 
New York, N.Y. 
GENTLEMEN: We are writing in order to confirm our understanding of the 
information which you were so kind as to furnish to us in our recent conversa- 
tions. 
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We stated to you that we are in need of space for the shipment of French 
automobiles of certain dimensions from Le Havre, France, to Los Angeles and 
San Francisco on the west coast of the United States and likewise from Le 
Havre to a gulf port such as Pensacola. We pointed out that, with respect to 
the shipments to the west coast, it is imperative that the automobiles leave 
France every 3 weeks, regularly, at the rate of 1,000 automobiles per shipment. 

At our subsequent meeting on June 4, 1957, at your offices, you gave us the 
following information: 

It would be impractical or undesirable for your company to use ships in its 
regular service to carry the automobiles. 

It would be possible for you to charter perhaps 5 or 6 vessels to be used 
exclusively for the shipments to the west coast, operating under a foreign flag 
(not Liberian or Panamanian). These would be motorships of 9,000 to 10,000 
tons deadweight with 550,000 cubic feet bale space for cargo, service speed 12% 
to 13 knots. The ships would be suitably fitted with temporary false decks. 
Based on a 2-year charter and on amortization of the cost of the false decks over 
a 2-year period, the cost of transporting the automobiles to the west coast before 
including any profit for your company would be— 

The capacity of each ship would be 575 unboxed automobiles under deck, 
assuming 85 percent Dauphines and 15 percent 4 CV’s. 

If 575 unboxed cars stowed under deck, cost: $333 per Dauphine; $285 
per 4 CV. 

If 575 unboxed cars stowed under deck and 1 tier of 100 boxed cars on 
deck, cost : $290 per Dauphine; $247 per 4 CV. 

If 575 unboxed cars stowed under deck and 2 tiers of 100 boxed cars each 
on deck, cost : $263 per Dauphine ; $224 per 4 CV. 

The ships wouid be capable of making six voyages per year. Therefore, 4 to 5 
ships would be necessary to move the automobiles at the rate of 1,000 cars every 
8 weeks if all of the cars were carried unboxed. If some cars were carried 
boxed on deck, the number of ships required would of course, be fewer. 

At our meeting of June 4, you indicated your intention of studying the matter 
further in order to determine the cost of transportation if all of the cars were 
carried boxed with their wheels and bumpers removed. 

On June 5, we had a telephone conference in which you stated that if the 
same type of ship as above described were used, and if all of the cars were 
carried boxed, the cost would be as follows: 

700 boxed cars per sailing, all stowed under deck, cost : $275 average per 
car. 

700 boxed cars stowed under deck and 1 tier of 100 boxed cars on deck, 
cost : $244 average per car. 

700 boxed cars stowed under deck and 2 tiers of 100 boxed cars each on 
deck, cost: $220 average per car. 

We would appreciate your confirmation as to whether the above is a correct 
statement of the information given by you to us, so that we may accordingly 
advise the shipper and the United States Department of Commerce with which, 
as you know, we have been in contact. 

Very truly yours, 
JOSEPH W. Dvr. 


STATES MARINE LINES, 
New York, N. Y., June 19, 1957. 
Mr. JoserH W. Dyer, 
New York, N. Y. 

DEAR Mr. DYE: In behalf of Mr. R. G. Stone, I would like to acknowledge re- 
ceipt of your letter dated June 15, 1957, concerning the information we supplied 
you on the projected movement of French automobiles from Le Havre to Los 
Angeles and San Francisco. We confirm that the facts and costs stated in this 
letter represent the findings of our study into this matter. I would like to re- 
iterate that the stated cost per vehicle represents the actual cost of transporting 
these vehicles and does not include any agency fees or commissions. 

Hoping we may be of further service to you. 

Very truly yours, 
STATES MARINE CORPORATION 
OF DELAWARE, 
A. ROCKEFELLER. 
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J. H. WincHester & Co., 
SALE AND PurcHASE DEPARTMENT, 
New York, N. Y., June 21, 1957. 
Mr. Josep W. Dye, 
International Trade Development, Inc., 
New York, N.Y. 


Deak Sir: We refer to our conversation with you today by phone in regard to 
your possible purchase of about 10 Liberty-type ships. 

As explained to you, the expression “Liberty type” is used to describe a 
variety of ships built during the war years, both in the United States: and 
Canada, of between 10,000 and 11,000 tons deadweight, to which might be added 
the Empire type built in the United Kingdom, although the latter usually are 
nearer the 10,000 deadweight-ton mark. 

American-built Libertys vary in size from about 10,300 deadweight tons to 
10,950 deadweight tons, as do the Canadian ones, of which there are three types 
known as Canadian Victorys (as opposed to United States-built Victory types, 
which are quite different and not to be compared to Libertys), Forts, and Parks. 
The Canadian Victorys differ from the Fort and Park types in that they have 
water-tube boilers as opposed to single-ended Scotch boilers in the other types 
and, further, in that they have five equally sized hatches whereas the Forts 
and Parks both have a small-sized hatch which is not popular with some charter- 
ers. We ought to mention that the Canadian Victorys were called Fort 
when launched, which we admit seems rather confusing, but the distinguishing 
features are, as we have stated, the water-tube boilers and the full-sized hatches. 

As we pointed out in regard to the registration of your proposed purchases, 
you have a choice of either “restricted Liberian flag,” which requires 51 percent 
control by United States citizens, but the vessel is subject to United States requisi- 
tion, and any subsequent sale requires the approval of the United States Mari- 
time Commission or, alternatively, “freely transferable flag,” in which case the 
ships are usually registered under the Liberian or Panamanian flags, which 
offers certain advantages in regard to taxation, manning scale, etc. 

We give you below details of several vessels currently offering for sale: 

















Dead- | 
Type | Name /weight| Built Survey Delivery Price 
tons 
—emeereneepaeeeeeteee —— NS 
United States_._.| Bendita_| 10, 850) 1944 | April 1956.__.| Continent; September- | Asking $1,- 
| October. 200,000; try 
$1,000,000. 
ee iseeieest Jean....| 10,310) 1944 | February United Kingdom, Conti- | $1,050,000 net 
1957. nent, Mediterranean; Sep- cash. 
tember. 
Di iatbercsaae Santhy-_| 10,795) 1943 | June 1957__._.| United Kingdom, Conti- | $1,064,000 net 
nent; 2d half July. cash. 
Do-..........| Palma_..| 10,310) 1943 | July 1956___._| United Kingdom, Conti- | $950,000; 5¢ per- 
nent; August. cent cash, 50 
reent de- 
| erred terms. 
United States_._}........_- 10, 900} ._._.. January 1955_| August-September; Japan pA? $1,000,000. 
Empire. ...._..- Scotia...| 10, 100) 1943 ee Continent; Ist half August.._| Offers invited. 
1956. 











As you are aware, during the past few months values of secondhand tonnage 
have declined in sympathy with the weaker freight market, and during the 
past few weeks there have been no sales reported of Liberty-type ships. As 
you will observe from the above list of vessels offering for sale, sellers’ ideas 
are around the $1 million mark, but any indications we have had from buyers 
both here and in London suggest that their ideas are a maximum of $900,000. 
You will note the Palma has a price of $950,000, with terms for prompt delivery, 
which seems to us particularly attractive; and, if sellers do not change their 
mind, it will probably be out of the market very quickly. 

We understood you to say that you would require to convert whatever ton- 
nage you acquire to suit your particular requirements, and that purchases would 
have to be under $1 million to be practicable. As we explained, during the past 
few weeks there have been no transactions, and it is apparent that there is con- 
siderable price resistance on the part of both sellers and buyers; and, although 
the North Atlantic coal-freight market appears to have leveled out, we hesi- 
tate to say what the price level might be in the course of the next few months, 
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Of course, if'your project takes definite shape and you are in a position to negoti- 
ate a package deal of a number of ships simultaneously, we are of the opinion 
that the $1 million price could be shaded and so a figure of, say, $950,000 cash 
for prompt delivery might be taken as a reasonable figure for estimating purposes. 

As regards the question of restricted Libertys as against freely transferable 
Libertys, there is 1 buyer who has been in the market for the past few weeks 
for 4 restricted Libertys, for which the price of $750,000—$775,000 was first indi- 
cated, and latterly $800,000-$850,000 without, so far, attracting any offers. We 
did: hear it rumored this morning that a restricted Liberty had been sold for 
$815,000, but this has since been denied. We should imagine that there might be 
some difficulty in having restricted Libertys modified, especially if the conver- 
sions made them less attractive for general purposes and so:less attractive for 
resale, and altogether it would appear thet it would be safer to concentrate on 
freely transferable Libertys, especially in view of the number involved. 

We trust the foregoing will be of service to you, and are at your disposal for 
any further information you may desire. Meantime, we shall advise you of any 
new tonnage coming on the market but, of course, desire to emphasize that, if 
you are in a position to arrange a package deal for a number of ships, these do 
not need to be actually offering for sale. We know there are certain Liberty-type 
owners who intend to dispose of such ships as and when new building contracts 
are delivered. 

Yours very truly, 
B. 8S. MACKENZIE. 


STATEMENT OF SENATOR HUMPHREY ON SENATE JOINT RESOLUTION 116 


In connection with Senate Joint Resolution 116, to authorize the sale of certain 
number of merchant-type vessels to the Government of the Republic of the Philip- 
pines or to citizens of the Philippines, I wish to submit the following suggested 
changes in this resolution for the committee’s consideration. 

(1) On page 1, line 7, strike out the words “of which” and substitute the words 
“consisting of”. 

(2) On page 2, line 11, strike out the word “and”. 

(3) On page 2, line 14, strike out the period and insert therefor a semicolon 
and the word “and”, and add the following paragraph: 

“(3) the Government of the Republic of the Philippines agrees that the vessels 
sold shall be used only in such limited areas as the Secretary of Commerce may 
prescribe to insure that their operation would not be detrimental to the interests 
of the American merchant marine.” 

The purpose of the last amendment is to provide for limited operation of the 
vessels outside the Philippine waters or coastwise trade in areas that the Secre- 
tary of Commerce may designate, taking into consideration the interests of our 
merchant marine. 

I understand that the requested vessels would either be operated by the Philip- 
pine Government through the National Development Company or turned over to 
the Philippine ship operators. The Republic of the Philippines has generally 
pursued a policy of economic development through private enterprise and the 
Government only enters into business activities temporarily until private eapital 
is available and ready to take over the enterprise. If guaranties against resale 
or for future emergency availability to the United States are considered essential, 
provisions in the bill for these guaranties might be made, 

As I stated in my remarks on the floor of the Senate when I introduced this 
bill, I believe we should provide this assistance because the success of the Re- 
public of the Philippines is of very vital interest to the free world. We havea 
unique relationship with the Philippines which we do not have with any other 
nation. We have provided special trade arrangements whereby Philippine 
products enjoy preferential status in the United States and American products 
are accorded reciprocally preferential tariff treatment in the Philippine market 
until 1974. American citizens and corporations enjoy parity rights with Filipino 
nationals in the development of the natural resources of the country and in the 
operation of public utilities. The Filipino people amended their constitution to 
give us these special advantages. 

Moreover, we have a mutual military-assistance pact and maintain naval, 
military, and air bases in the Philippines. 








SALE OF SHIPS FROM RESERVE FLEET 361 


In view of all these special, even unique, relationships we have with the Re- 
public of the Philippines, it is my conviction that we should extend it assistance, 
such as is contemplated in this bill, to develop and strengthen its economy. 

As an island nation, dependent for its economic well-being and prosperity to a 
great extent upon its interisland and overseas commerce and trade, the Philippine 
Republic has long recognized the necessity of expanding its merchant marine. 
The participation of the Philippine merchant marine in the carriage of Philip- 
pine commerce has so far been very small, less than 4 percent of the total volume 
of Philippine imports and exports in 1955, as the following shipping data 
show: 


Volume of Philippine commerce in 1955, by nationality of vessels* 











Inward and 

Nationality outward Percent total 
cargoes 

Fee. 5s he ESA fds VA a Su dele Ade 3, 437, 383 38 
American > 13 
Norwegian 12 
Raden core 10 
Panamanian _- 4 
anish.__...- 4 
Philippine 4 
a obo nn cm cunanngyctothin eadip manne dnaiatagnee mentee aradmimana dimiaeanne 3 
hy See cdi eden seed hn elk sla su a edn we dic Sed deci becaied 2 
Swadtehi. i. dist one. atntith cshin kesihatge dies sia aatiip Bimin apiiieal 2 
RII sn: die hisittkachiceunsi = Aviare ialead aiialina disadigee tebcimaditied eiktieeaaee ana ae | 3 
Total 100 





1 Source: Philippine Bureau of Census and Statistics. 


Hence the strengthening of the Philippine merchant marine is an urgent phase 
of the economic development program of the Philippine Government. The assist- 
ance of the United States in making vessels available to the Philippines will 
greatly accelerate the economic development of the country. 

This may be accomplished by means completely consistent with preserving the 
role of the American merchant fleet if proper protective language is included in 
Senate Joint Resolution 116 as suggested. 

July 23, 1957. 


STATEMENT BY Dr. You CHAN YANG, KOREAN AMBASSADOR TO THE UNITED STATES, 
In Support OF PURCHASE OF SHIPS FOR THE REPUBLIC OF KOREA 


JULY 29, 1957. 


The Republic of Korea is desirous of obtaining permission to purchase 10 
Liberty ships from the United States for the purpose of carrying a greater portion 
of its water-borne commerce. 

Under the terms of the Mutual Security Act, very little, if any, cargoes destined 
to Korea are carried on Korean-flag vessels due to the fact that sufficient Korean- 
flag ships are not in existence. We support the position that at least 50 percent 
of the aid goods sent to Korea be carried on United States-flag vessels. On the 
other hand, we feel that the Republic of Korea will be helped immeasurably if 
it can be placed in the position of carrying on its own vessels that portion of the 
aid cargoes not reserved for United States-flag vessels. This would relieve the 
United States of the ocean freight charges for those cargoes carried on Korean- 
flag ships, as well as assuring the timely arrival of desperately needed cargoes. 

Approximately 75 percent of the present national budget in Korea is spent for 
purposes of defense. Communist attacks have wreaked great havoc and devasta- 


‘tion throughout Korea. It is essential that the Korean Government be given the 


tools for rebuilding its material and economic structure. 

Approval of the purchase of 10 Liberty ships for Korea will permit additional 
cargoes of cotton, fertilizer, and other reconstruction materials to be shipped to 
Korea, all of which will assist in reducing the danger of inflation in our country, 
4s well as lessen the hardships brought about by the recent Communist attacks. 

It is not our intention that these 10 Liberty ships compete detrimentally with 
United States-flag.shipping. We believe that the urgent need for materials in 
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Korea is of such magnitude that these vessels will be carrying cargoes which 
might otherwise not reach Korea. 

In summary, may I call your attention to the fact that purchase of these 10 
ships will help in stabilizing our economy; second, relief and aid goods bought 
in the United States can be shipped to Korea to prevent inflation and to provide 
urgently needed consumer goods; third, it will expedite the program of recon- 
struction and rehabilitation ; fourth, there will be no competition with American 
shipping firms; fifth, in case of war, America can always depend on Korea’s 
support, and the ships can be utilized by the United States in time of emergency 


DEPARTMENT OF STATE, 
September 20, 1957. 
The Honorable WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, 

Deak SENATOR MAGNUSON: Further reference is made to your letters of 
May 7, May 10, and June 25, 1957, respectively, inviting the comments of the 
Department of State on Senate Joint Resolution 84, to authorize the Secretary 
of Commerce to sell certain vessels to certain citizens of the Federal Republic 
of Germany; Senate Joint Resolution 90, to authorize the Secretary of Com- 
merce to sell certain coal-burning vessels to certain citizens of the Federal 
Republic of Germany; and 8. 2378, a bill to authorize the sale of five Liberty- 
type vessels to Belgium or its citizens for use in the exportation of anthracite 
coal from Philadelphia to ports in Belgium and the Netherlands. Interim 
acknowledgments of these letters were made on May 9, May 13, and June 28, 
1957. 

The Department of State has consistently expressed its agreement with the 
basic concept of the Ship Sales Act, 1946, namely, that after the expiration of 
the permissible sales periods the war-built ships should be “frozen” as a 
national-defense reserve and no further sales made unless the national interest 
of the United States was demonstrably furthered thereby. 

On July 24, 1956, the Department of State commented to you on Senate Joint 
Resolution 190, 84th Congress, to authorize the Secretary of Commerce to sell 
certain coal-burning vessels to certain citizens of the Federal Republic of Ger- 
many. In this letter the Department expressed itself as favoring measures 
which would increase the export of American commodities such as coal, which 
is particularly important. Increased shipments of American coal to Western 
Europe not only benefit the American coal industry but tend to stabilize the 
European fuel economy, which, as the Suez crisis proved, is dangerously depend- 
ent on Near Eastern oil. A steady and ample shipment of American coal abroad 
is dependent to some extent on the ocean freight rates applicable to it, rates 
which during the past year have shown an extreme volatility, ranging from 
$16 to $4.50 a ton. 

Stable supplies of American coal also lessen the need of certain European 
countries, particularly the Federal Republic of Germany, on imports of coal 
from the Soviet bloc. 

The above-mentioned letter stated that: 

“Insofar, therefore, as the enactment of Senate Joint Resolution 190 would 
provide for the transport of needed coal at reduced cost, such results would be 
desirable from the foreign-policy viewpoint of strengthening the economies of 
the nations of Western Europe. However, it may be pointed out that Senate 
Joint Resolution 190 contains no provisions which would insure any reduction 
in the cost of ocean transport of United States coal other than that which may 
be expected to ensue from the addition of 24 vessels to.those normally available 
for coal charters.” 

The quoted paragraph is applicable to Senate Joint Resolution 84, Senate 
Joint Resolution 90, and 8. 2378. , 

A representative of the Department of State has testified before your com- 
mittee that the Department would support proposals for the sale of ships in 
instances where the national interest would thereby be clearly furthered, even 
through the ships were not restricted to coastwise trade. In the case of the bills 
in question, the attitude of the Department of State is, therefore, not based upon 
the fact that the ships to be sold are not restricted to coastwise service, but 
wholly upon the fact that the Department is unable to perceive that these bills 
will demonstrably further the national interest of the United States. 
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The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 
Sincerely yours, 
JOHN 8. HoGHianp II, 
Acting Assistant Secretary for Congressional Relations 
(For the Secretary of State). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 18, 1957. 
B-128599 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHAIRMAN: Further reference is made to your letter of May 14, 
1957, acknowledged May 15, inviting any comments we may care to offer con- 
cerning Senate Joint Resolution 93, 85th Congress, entitled ‘Joint resolution 
to authorize the Secretary of Commerce to sell certain war-built vessels for 
primary utilization in servicing ports on the Great Lakes.” 

Senate Joint Resolution 93 would authorize the Secretary of Commerce to sell 
within a year after the date of enactment thereof up to 12 C-4 or other suitable 
type vessels to the highest responsible and qualified bidders for use in common- 
carrier freight and passenger service primarily on the Great Lakes or on voyages 
originating or terminating at ports thereof. No vessel shall be sold ‘“** * * for 
a price which is less than the sales price of such vessel computed under the 
Merchant Ship Sales Act of 1946, as of January 16, 1951, depreciated (after 
reduction for residual value) on a straight-line basis for the period from Jan- 
uary 15, 1951, to the date of execution of the contract of sale, on the basis of 
the portion of a 20-year useful life of such vessel remaining after January 15, 
1951.” The purchaser would be required to make a minimum downpayment of 
25 percent of the sales price and pay the balance in approximately equal annual 
installments, with interest at the rate of 344 percent per annum, both secured 
by a preferred mortgage, over the remainder of the economic life of the vessel. 

The upset prices of the vessels will be the floor prices under the Merchant 
Ship Sales Act of 1946, as of January 15, 1951, depreciated to the dates of sales 
after reduction for residual value. Presumably it is intended that the deter- 
mination of the residual value shall be made by the Maritime Administrator. 

The prewar domestic cost of a C-4 under the 1946 act is $3,300,000; the unad- 
justed statutory sales price, $1,650,000; and the floor price, $1,547,338. The 
residual value determined at 244 percent of estimated prewar domestic cost, in 
accordance with Maritime’s practice in the past, would be $82,500. 

Assuming an average vessel delivery date upon completion at January 15, 1945, 
and that the vessels are sold on January 15, 1958, the upset price of the C4 
vessels would be approximately $815,000 each. 

On April 30, 1957, there were 25 C—4 war-built vessels in the reserve fleet, all 
of which were military transports. No recent sales of C—4 type troopers have 
come to our attention. It is estimated, on the basis of sales of C-4 dry cargo 
ships, that their domestic market value would be $1,500,000 and the unrestricted 
world market price about $2,300,000. Thirteen of these vessels were located on 
the east coast and the remainder on the west coast. In view of the fact that 
the C—4 vessels in the reserve fleet are military transports, it would appear to 
be especially appropriate in this instance to provide that the Secretary of Com- 
merce offer the vessels for sale only after consultation with and approval of 
the Secretary of Defense. 

We note that Senate Joint Resolution 98 does not expressly provide that the 
sales shall be on an “as-is, where-is’” basis, although it appears that such was 
intended. If, however, the Government is required to place the vessels in class, 
we have no estimate of the amount this would further reduce the net return to 
the Government from the vessels’ sales, although it undoubtedly would be con- 
siderably in excess of the estimated $200,000 cost for Liberty-type vessels. 

We have no knowledge of what other types of vessels the Maritime Administra- 
tor would consider as “suitable.” Previous legislation authorizing the sales of 
vessels from the reserve fleet have designated the types of ships to be sold. 
Therefore, it may be desirable that the Congress specify the type or types of 
vessels which may be considered “suitable.” 
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* The joint: resolution requires, as a condition to any contract of sale, that the 
purchasers have “valid common-carrier operating rights from the Interstate 
Commerce Commission.” However, it appears that the vessels so purchased 
shall not be restricted to operations under such rights but may be utilized in 
coastwise, intercoastal, or foreign trades if their voyages originate or terminate 
at-a port on the Great Lakes. This provision would appear to preclude bidding 
by those who are not presently holding ICC certificates. The requirement that 
the vessels be utilized “in common-carrier service for the carriage of freight 
and passengers” will preclude bids from industrial carriers for their private 
operations. 

Subject to the inclusion of an “as-is, where-is” provision in the bill, we per- 
ceive no objection to the pricing provision thereof and, aside from the foregoing 
analysis and comments, we make no recommendation with respect to its enact- 
ment. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 28, 1957. 
B-132157 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CHAIRMAN: Further reference is made to your letter dated June 11, 
1957, acknowledged June 13, inviting any comments we may care to offer 
concerning four bills, including Senate Joint Resolution 101, 85th Congress, 
entitled “Joint resolution to authorize the Secretary of Commerce to sell a certain 
war-built cargo vessel, and for other purposes.” 

The bill would authorize the sale of the N3-M-—Al1 type cargo vessel Asa 
Lothrop to the Boston Shipping Corp. on an “as is, where is,” basis at a price 
computed under the Merchant Ship Sales Act of 1946 as of January 15, 1951, 
depreciated, after reduction for residual value, on a straight-line basis from that 
date to the date of sale over the remaining portion of a 20-year useful life of the 
vessel remaining after January 15, 1951. The bill contains the usual provisions 
with respect to installment purchases and the price at which the United States 
may requisition or acquire the vessel. 

We presume that it is intended that the named corporation must satisfy the 
citizenship requirements of section 2, Shipping Act, 1916, as amended, at the 
time of sale, but we suggest that this be expressly provided in the bill. 

The sales price that would be established under the Merchant Ship Sales 
Act, 1946, as of January 15, 1951, would be the floor price of $484,726 since 
that price is greater than the depreciated unadjusted statutory sales price and 
since the act provides that no vessel may be sold at less than the floor price. 
The sales price of the Asa Lothrop under the present bill would be about $213.500, 
assuming date of sale to be January 15, 1958, and a residual value, previously 
used by Maritime, of 214 percent of estimated domestic prewar costs ($786,000). 
The estimated cost of putting such a vessel from the reserve fleet in operating 
condition is $150,000. Based on recent sales of most nearly comparable ships 
it is estimated that market prices of an N3—M-A1 dry cargo vessel are $750,000 
for unrestricted world trade, $700,000 for restricted world trade and $500,000 
for use in the domestic trade of the United States. 

We understand that the Asa Lothrop is now in a reserve fleet on the west 
coast and that, unlike the usual N3—M-—A1 type vessels which are equipped with 
booms, it is equipped with a traveling crane for handling cargo. It seems reason- 
able to presume that the reason this specific vessel is named in the bill is be- 
eause of the cargo-handling gear with which it is equipped. We do not know 
what effect this feature might have on the market value of the Asa Lothrop, 
as compared to the estimated market values hereinabove indicated for an ordi- 
nary N3-M-A1l. Consequently, if it is deemed in the national interest to sell 
the Asa Lothrop from the reserve fleet, we suggest that, in lieu of authorizing the 
sale of the vessel to a specified company at a fixed price, it would be more de- 
sirable to offer it for competitive bidding by any qualified American citizen, sub- 
ject to the conditions outlined in the bill and with the proposed sales price as 
the upset price. 


— = bet 


a 


OD « wee oe lee ee ee ee eee eee oe ed eee ee Oe ot 


SALE OF SHIPS FROM RESERVE FLEET 365. 


Senate Joint Resolution 101 involves a matter of national policy for determina- 
tion by the Congress and, aside from the suggested amendment, we make no 
recommendation with respect to its enactment. 

Separate reports are being furnished on the other three bills included in your 
letter of June 11. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
OFFICE OF LEGISLATIVE LIAISON, 
Washington, D. C., September 19, 1957. 
Hon. WarREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Your request for comment on Senate Joint Resolu- 
tion 120, to authorize the sale of a certain number of merchant-type vessels te 
French citizens, has been assigned to this Department by the Secretary of De- 
fense for the preparation of a report thereon expressing the views of the Depart 
ment of Defense. 

This bill would authorize the sale of not more than 10 Liberty-type (EC2—-S-C1) 
vessels to citizens of France. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond 
the control of the United States in time of emergency unless such sale is offset 
by new construction. Because of the existence of a general deficit of dry cargo 
capability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered that 
it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, 
however, that in certain instances there will be overriding reasons of foreign 
policy which will make it expedient to sell certain vessels of the national defense 
reserve fleet to certain traditionally friendly foreign nations or allies. In such 
instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet, provided, of 
course, that proper safeguards are incorporated to insure that such vessels would 
be available to the United States upon request in time of emergency. In order 
to maintain the reserve fleet at its highest possible level of readiness and yet 
to comp'y with the requirements of foreign policy, it would be more desirable 
to consider all requests for vessels at once rather than by piecemeal legislation. 
To accomplish this purpose, it is recommended that in lieu of this bill general 
legislation be enacted authorizing the Secretary of Commerce to sell vessels 
from the national defense reserve fleet after approval by the Secretary of State 
and the Secretary of Defense. For the foregoing reasons the Department of the 
Navy, on behalf of the Department of Defense, opposes the enactment of Senate 
Joint Resolution 120. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report on Senate Joint Resolution 
120 to the Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
OFFICE OF LEGISLATIVE LIAISON, 


Washington, D. C., September 13, 1957. 
Hon, WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 
My Dear Mr. CuarrMAn: Your request for comment on Senate Joint Resolu- 
tion 121, to authorize the sale of a Liberty-type vessel to the George Steamship 
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Corp., has been assigned to this Department by the Secretary of Defense for the 
preparation of a report thereon expressing the views of the Department of 
Defense. 

This bill would authorize the sale of one Liberty-type (EC2-S-C1) vessel to 
the George Steamship Corp., a Panamanian company. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond 
the control of the United States in time of emergency unless such sale is offset 
by. new construction. Because of the existence of a general deficit of dry cargo 
eapability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered that 
it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, how- 
ever, that in certain instances there will be overriding reasons of fore’gn policy 
which will make it expedient to sell certain vessels of the national defense re- 
serve fleet to certain traditionally friendly foreign nations or allies. In such 
instances it could be more advantageous to the United States to sell certain 
vessels than it would be to retain the vessels in the reserve fleet, provided, of 
course, that proper safeguards are incorporated to insure that such vessels 
would be available to the United States upon request in time of emergency. 
In order to maintain the reserve fleet at its highest possible level of readiness 
and yet to comply with the requirements of foreign policy, it would be more 
desirable to consider all requests for vessels at once rather than by piecemeal 
legislation. To accomplish this purpose, it is recommended that in lieu of this 
bill general legislation be enacted authorizing the Secretary of Commerce to sell 
vessels from the national defense reserve fleet after approval by the Secretary 
of State and the Secretary of Defense. For the foregoing reasons the Depart- 
ment of the Navy, on behalf of the Department of Defense, opposes the enact- 
ment of Senate Joint Resolution 121. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on Senate Joint Reso- 
lution 121 to the Congress. 

Sincerely yours. 
EB. C. STerHan, 
Rear Admiral, United States Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
OFFICE OF LEGISLATIVE LIAISON, 
Washington, D. C., September 12, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Your request for comment on Senate Joint Reso- 
lution 129, to authorize the sale of a certain number of merchant-type vessels 
to the Government of the Republic of Korea for use in the domestic and foreign 
trade of such country, has been assigned to this Department by the Secretary 
of Defense for the preparation of a report thereon expressing the views of the 
Department of Defense. 

This bill would authorize the sale to the Government of Korea of not more 
than 10 Liberty-type (EC2—-S-Cl1) vessels as may be selected by representatives 
of the Government of the Republic of Korea from the reserve fleet. 

The Department of the Navy is generally opposed to the sale of any vessel 
from the national defense reserve fleet which might place such vessel beyond 
the control of the United States in time of emergency unless such sale is offset 
by new construction. Because of the existence of a general deficit of dry-cargo 
capability available for mobilization needs, and because present plans require 
the use of all vessels in the reserve fleet upon mobilization, it is considered that 
it would not be in the best interests of national defense to sell any vessel from 
the reserve fleet until our mobilization needs are assured. It is recognized, 
however, that in certain instances there will be overriding reasons of foreign 
policy which will make it expedient to sell certain vessels of the national 


SALE OF SHIPS FROM RESERVE FLEET 367 


defense reserve fleet to certain traditionally friendly foreign countries or allies. 
In such instances it could be more advantageous to the United States to sell 
certain vessels than it would be to retain the vessels in the reserve fleet, pro- 
vided, of course, that proper safeguards are incorporated to insure that such 
vessels would be available to the United States upon request in time of emer- 
gency. In order to maintain the reserve fleet at its highest possible level of 
readiness and yet to comply with the requirements of foreign policy, it would 
be more desirable to consider all requests for vessels at once rather than by 
piecemeal legislation. To accomplish this purpose, it is recommended that in 
lieu’ of this bill general legislation be enacted, authorizing the Secretary of 
Commerce to sell vessels from the national defense reserve fleet after approval 
by the Secretary of State and the Secretary of Defense. For the foregoing 
reasons, the Department of the Navy, on behalf of the Department of Defense, 
opposes the enactment of Senate Joint Resolution 129. 

This report has been coordinated within the Department of Defense in ac- 
eordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on Senate Joint 
Resolution 129 to the Congress. 

For the Secretary of the Navy. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison. 


DEPARTMENT OF STATE, 
Washington, September 11, 1957. 
The Honorable WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear SENATOR MAaGnuson: Reference is made to your letter of July 26, 1957, 
inviting the comments of the Department of State on Senate Joint Resolution 
129, a bill to authorize the sale of a certain number of merchant-type vessels to 
the Government of the Republic of Korea for use in the domestic and foreign 
trade of such country. Interim acknowledgment of your letter was made on 
July 29, 1957. 

The proposed legislation would authorize the sale to the Republic of Korea 
of not more than 10 Liberty-type vessels; no restrictions are placed on the 
operation of these ships. The Liberty ship is clearly suitable for long-range 
voyages on the high seas. 

Under the authority of the Mutual Security Act of 1954, the Republic of Korea 
purchased 8 vessels of the ClI-M—AV1 type from the United States reserve fleet 
for use in Korean coastal and East Asian waters. Since that time there have 
been several requests that the United States sell to Korea vessels of the Liberty 
type. 

The Department firmly believes in the principle embodied in the Ship Sales 
Act,. 1946, that after the expiration of the sales period the reserve fleet should 
be “frozen” as a national defense resource, and no further sales be made unless 
the national interest of the United States is demonstrably furthered thereby. 
In addition, the Department has consistently advocated that all requests for 
ships from friendly countries should, if possible, be considered as a group, in 
order to permit evaluation of their relative contribution to the national interest 
and the recommendation of priority in the light of the number and types prob- 
ably available. 

The Department of State reaffirms this view, but, in response to your request 
for specific comment on Senate Joint Resolution 129, states its belief that the 
sale to Korea of Liberty vessels from the reserve fleet would demonstrably 
further the national interest of the United States. 

The foreign commerce of the Republic of Korea is now carried largely by 
foreign vessels. Sale of a limited number of Liberty-type vessels from the United 
States reserve fleet would enable Korea to save, and earn, foreign exchange 
and thereby ameliorate the country’s grave balance-of-payments problem. This 
in turn should reduce the need for United States aid. 

Korea at the present time is able to carry only a small portion of the 50 
percent of aid cargoes which are not reserved to United States vessels. The 
Agricultural Commodities Agreements of 1956 and 1957 pose a particular prob- 
lem. The 1955 agreement provided for the payment by the United States of ocean 
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transportation costs covering more than the usual 50 percent of the cargo. The 
1956 and 1957 agreements do not contain such a provision, and the Republic of 
Korea is now forced in most instances to draw upon its meager foreign exchange 
reserves for the transportation by foreign vessels of cargoes which are not car- 
ried by United States vessels under the mandatory 50-percent shipping provision. 

The Republic of Korea also needs ships to assist in the development of a bal- 
anced economy; to strengthen relations with other countries, particularly in the 
Far East; to provide insurance against the withdrawal of foreign vessels in 
time of emergency and, finally, to provide logistic support for the Armed Forces. 
Korea’s desire for a few vessels subject to her own control is not unreasonable 
in view of the fact that this country is, from the standpoint of dependence on 
seaborne supplies, essentially an island nation. 

In view of the foregoing considerations, the Department of State believes that 
the enactment of Senate Joint Resolution 129 would be in the national interest 
of the United States and therefore favors its enactment. The actual number 
of vessels which may be available for sale to Korea, however, will probably 
be less than the maximum of 10 specified in the bill. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
JoHN S. HoGHLANp II, 
Acting Assistant Secretary for Congressional Relations 
(For the Secretary of State). 


TREASURY DEPARTMENT, 
Washington, September 4, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: Reference is made to your letter of July 26, 1957, 
requesting the comments of this Department. with respect to S. 2642 and Senate 
Joint Resolution 129. The former bill would authorize the sale of certain mer- 
chant-type vessels to the Government of Cuba or to citizens of Cuba. The latter 
bill would authorize the sale of not more than 10 merchant-type vessels to the 
Government of the Republic of Korea. 

Should these bills be actively considered by the committee, it is suggested that 
they be amended to include a provision requiring the Secretary of Commerce 
to consult with the National Advisory Council on International Monetary and 
Financial Problems with respect to fixing the terms of payment of the unpaid 
balance of the purchase price. The inclusion of such a provision would be in 
accord with the precedent established by Public Law 496, 88d Congress, which 
authorized the sale of certain vessels to Brazil. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee. 

Very truly yours, 
LAWRENCE B. Rossins, 
os Acting Secretary of the Treasury. 











